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National and Local Responsibilities 


CENTRALIZATION OF AUTHORITY AND RESPONSIBILITIES ALWAYS DANGEROUS 
By DWIGHT D. EISENHOWER, President of the United States 
Delivered at the dedication of the McNary Dam, Oregon, September 23, 1954 


HANK you, my friends. 
Governor Patterson, Governor Langlie, members of 
the United States Congress, distinguished guests and 
my fellow Americans: ; 

Before I begin the more serious parts of my address, I 
wonder if you'd mind if I would communicate to you an 
odd thought that occurred to me as I sat here. It was 
brought to me in emphatic form once by an old soldier of 
mine, who reminded me that you could never tell what was 
around the corner in this world. 

When I first came back from Europe two years ago and 
before my friends found that it was utterly futile and useless 
to try to make me appear better on the television by the use 
of paints and stains, they had me in a little room one night 
and a man was working very seriously on my face in an 
effort to do something about it. 

Finally in this very preoccupied sort of job and atmosphere 
that was prevailing, he suuddenly began to laugh. And he 
said to me, “General, we've got ourselves in a funny fix.” 
He said, “here you are an old General trying to turn politi- 
cian." And he said, “I’m a beautician. Do you know what 
I was in the war?” I said, “No.” He said, “I was one of 
your paratroopers.” 

What made me think of that this morning was the fact, 
when I first met Sam Sturgis, I was detailed as a young 
officer to coach a football team, and a young hopeful lieu- 
tenant showed up and I made him an end. And he worked 
pretty hard under me for some weeks and months. 

Today, I think that all of you would like for me to speak 
for you in commending him as the brilliant head of a great 
organization, which not only here but throughout our land, 
has built up these great works, in flood control, in drainage, 
in water conservation, in power development, an organiza- 
tion of which not only the United States Army but of which 
America is proud. 


To join you in so important a ceremony—here in the 
heart of the Pacific Northwest—is indeed a privilege. I am 
delighted to be here with you on this historic spot. 

Our nation was but sixteen years old when, from a point 
near here, two Amesicans of great courage—Lewis and 
Clark—pushed off and floated to the mouth of this great 
river. 

A little over a century ago, a man named McKay struggled 
over primitive paths in this area. A hundred and nine years 
ago, a frontiersman named McNary, with his family, reached 
this almost virgin land to establish his home. 

Both of these men had famous descendants—men who 
have contributed much to the extraordinary growth of the 
Northwest. 

From the McKay family came an able Governor and a 
dedicated Secretary of the Interior—Douglas McKay. 

From the McNarys came the great American whose name 
forevermore will distinguish this monumental work. 

Senator McNary believed deeply in the future of this 
country. He had the grit and the determination to help 
build that future. In this endeavor, he worked side by side 
with those men of vision of this region who, before the 
turn of the century, sought to open to navigation the upper 
reaches of the Columbia River. With that drive for an 4 
river for water traffic came the natural development of hydro- 
electric power. 

Ten years ago death denied Senator McNary the privilege 
of seeing his dream come true. 

But the will to build this dam lived after him. 

Might I pause to pay my personal tribute to Mrs. McNary, 
here with us today on the platform. 

That the will to build this dam survived—and that today 
this dam is built—are due to the spirit of distinguished 
citizens of this region. Especially are they due to an Ore- 
gonian who carried on Senator McNarys work and for the 





POLICY OF VITAL SPEECHES 


The publishers of Vital Speeches believe that the important addresses oi the recognized leaders of public opinion constitute the best expressions of contemporary 
thought in America, and that it is extremely important for the welfare of the nation that these speeches be permanently recorded and disseminated. The publishers 


have no axe to grind. Vital Speeches will be found authentic and constructive. 


It is the policy of the publishers to cover both sides of public questions and to print all speeches in full. 
unusual length or the use of extraneous matter, it will be so stated when printing. 


can best obtain the views of the speaker. 


This material gives the reader the best thought of the best minds on current national problems. 


Where it is necessary to condense a speech for reasons of 
They feel that it is only in the unedited and unexpurgated speech that the reader 


It also offers the student of public speaking examples of the effective 


speech of today of those who have attained leadership in the fields of economics, politics, education, sociology, government, criminology, finance, business, taxation, health, 


law, labor, etc. 


Thus the student of public speaking obtains the fine text book material with a sound knowledge of public questions. 


Subscribers are urged to call the Editor's attention to any speeches which have impressed them as outstanding so that copies may be secured for review. 
VITAL SPEECHES OF THE DAY is published twice a month by the City News Publishing Co. (Inc. 1911), 33 W. 42nd St., New York 36, N. Y. Telephone 


LOngacre 5-4040. Thomas F. Daly, Jr., President and Treasurer, M. P. Daly, Vice-President, K. D 


Hoey, Secretary. 


Subscription Rates: $6.00 a year. Two years or 2 subscriptions $11.00. Single copies 30 cents. (Special group rates to students for period of 4 months; $1.25 


each for ten or more; $).00 each for 25 or more. All to be sent to one address.) 
Microfilm editions $4.00 per volume. 


Vital Speeches is Indexed in The Reader's Guide to Periodical Literature. 


An annual Index is printed each November and distributed to all subscribers. 


Back issues, if available, 50 cents a copy in volumes 1-8; all others 35 cents a copy. 


Volume 


Binders for Vital Speeches $2.50 each. Vital Speeches will be found on file in thousands of public, college and high school libraries throughout the United States. 


Entered as Second Class matter December 24, 1934, at the Post Office at New York, N. Y., and additional entry at Baltimore, Md., under the Act of March 3, 1879. 





DWIGHT D. EISENHOWER 


past ten years had labored tirelessly to complete this project— 
my good friend, Senator Guy Cordon. 

I am mindful as well of the sustained effort of many Con- 
gressmen from this region, including particularly, Congress- 
man Hal Holmes, who have worked in behalf of this and 
other great projects here in the Northwest. 


WATER POLIcy 

Now, this massive dam, my friends, means more than the 
steel and concrete, much more than the genius and the effort 
that went into its building. It means more than the benefit 
and the progress—however great—that it will bring to this 
fortunate region. 

This structure symbolizes the purpose of using, for the 

benefit of all our people, the tremendous natural legacy 
with which the Almighty so abundantly endowed our land. 
Wisely and providently we must use and develop these re- 
sources, so that each succeeding generation of Americans may 
share in their benefits. It is for us to see that they shall 
not be wasted or neglected or denied to generations yet to 
come. 
Among these treasures of our land is water—fast becom- 
ing our most valuable, most prized, most critical resource. 
A blessing when properly used—but it can bring devastation 
and ruin when left uncontrolled. 

It is, therefore, essential that every drop of water, from 
the moment that it falls upon our land, be turned to the 
service of our people. Thus we will save our soil and mz’ > 
it more productive: thus we will develop power, prevent 
floods, improve navigation and supply our tremendous and 
growing domestic and industrial needs for water. So crucial 
to our future has water become, that I have assigned appro- 


priate surveys and plans concerning it to a special committee 


of the Cabinet, and to the Hoover Commission as well. These 
studies, when subjected to Congressional action, will un- 
doubtedly result in the comprehensive water policy that this 
country has needed since its very beginning. 


NATIONAL RESPONSIBILITY 


The wise control of our water resources obviously requires 
the most skillful and comprehensive planning. This dam, 
for example, is designed to operate in coordination with 
similar structures, upstream and down. It is part of a plan 
to assure the full use of the water resources of this entire 
river system. McNary Dam is, therefore, representative 
of the coordination of effort which must mark the develop- 
ment of all of our river systems. It is, moreover, an ex- 
ample of national responsibility properly assumed by the 
Federal Government. 


LOCAL RESPONSIBILITY 


Just a mile and a half down river is another structure— 
the bridge at Umatilla. I am sure that you who live here 
are just as proud of that bridge as you are of this tremendous 
dam. 

You have every right to be. That bridge at Umatilla 
is an example of local responsibility properly assumed. 

A major difference between the two undertakings is in 
size. All of you know that when construction was started 
on McNary Dam, no local enterprise—public or private— 
could have financed it, so, realizing that the dam was neces- 
sary, the Federal Government gave its support. 

The bridge at Umatilla was a much smaller effort. Local 
enterprise—in this case the county government—was able 
to shoulder the five-million-dollar loan that made that con- 
struction job possible. And so, local enterprise did that 


job. 
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These two structures illustrate an idea we have been apply- 
ing in Washington for some nineteen months. It is not a 
new concept. A century ago Abraham Lincoln put it better 
than anyone else has done. “The legitimate object of gov- 
ernment,” he said, “is to do for a community of people what- 
ever they need to have done, but cannot do at all, or cannot 
so well do for themselves—in their separate and individual 
capacities.” 

In keeping with Lincoln's standard, the Federal Gov- 
ernment has certain vital responsibilities in such fields relat- 
ing to the control and use of water as flood control, improve- 
ment of navigation and reclamation and development of 
land. When in the course of assuming these responsibilities, 
dams are built, then hydroelectric power is often developed, 
of great value to the surrounding regions and to the nation. 

I hope that we shall soon have another example of Fed- 
eral responsibility in the generation of power. I refer to 
the Libby Dam, which—like this great McNary Dam—is 
a project requiring the resources of the Federal Government. 
From its strategic location on the Canadian border, on a tribu- 
tary of this mighty Columbia River, it will powerfully aid 
the control of floods and produce a new means of generating 
power, all the way to the sea. 

I have recently acted to remove obstacles to the construction 
of that dam. A new site has been selected. A distinguished 
Northwesterner, Governor Jordan of Idaho, has been named 
chairman of the International Joint Commission. His inti- 
mate knowledge of this area and sound judgment will surely 
go far to speed fulfillment of our aims, and those of our 
Canadian neighbors, this project will be brought into exist- 
ence. 

I shall continue to recommend Federal construction of such 
beneficial projects. New ones will be started. 


THE DEADLY CYCLE 


Such activitws as these, my friends, are obviously, as 
Lincoln said, “the legitimate object of government.” But 
here let us draw our line as he himself did, when he went 
on to say this: “In all that the people can individually do 
for themselves, government ought not to interfere.”’ 

It is not properly a Federal responsibility to try to supply 
all the power needs of our people. The Federal Govern- 
ment should no more attempt to > so than it should assume 
responsibility for supplying all their drinking water, their 
food, their housing and their transportation. 

To attempt such a centralization of authority and respon- 
sibility always starts a deadly cycle. 

Parenthetically, may I remark that a region which lets 
itself become completely dependent upon national funds pro- 
vided by a Congress—which Congress represents not that 
region alone but the whole nation—would find that the 
funds fail to keep pace with local needs. But the important 
thing is that as Federal power expands in a region, and I 
mean Federal authority and responsibility local enterprise 
becomes increasingly intimidated and discouraged, even 
though the needs for energy continue to grow. Thus stil! 
more Federal intervention becomes necessary. Such a con- 
version of local regions in the Federal satellites poses a 
threat deadly to our liberties. The Administration in Wash- 
ington—and the present leadership in Congress—are unal- 
terably opposed to such malignant growth of bureaucracy. 

In our devotion to conservation, let us not forget that 
there are spiritual as well as physical values to protect. Above 
all else, we must preserve the freedom and the spirit of in- 
dependence of our people in our states and counties, and in 
our cities and towns. Determination to have this freedom 
gave us this nation. It brought your ancestors to this west- 
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ern country. That determination is the surest protector of 
our liberties and the principal ingredient in our national 
prosperity. 

FREE ENTERPRISE HAs ITs PLACE 


Yet, there are some who contend that the development 
and distribution of hydro-electric power is exclusively the 
responsibility of the Federal Government. They argue that 
to permit any State or local government or any private com- 
pany under governmental regulation to develop such power 
capacity is to give to a special group an asset belonging to 
all the nation. Indeed, in some instances, these disciples 
of centrailzed responsibility and authority insist that since 
the Federal Government should provide all hydro-electric 
power it should likewise eliminate competition by providing 
steam-electric power as well. 

Only thus, these zealots would have us believe, can we 
poor citizens be protected against exploitation against what 
they call the “predatory” exponents of capitalism—that is, 
free enterprise. 

Now, let's have a quick look at this matter. 


MONOPOLY ALWAYS DANGEROUS 


In the first place it is, of course, not difficult to be gen- 
erous with someone else’s money. So the individual who 
wants to build power dams only with Federal money is not 
directly or particularly concerned with the economic neces- 
sity of the project or with the suitability of its location. 
Secondly, these advocates of centralized government shut 
their eyes to the remarkable development of this nation 
during past decades. They must wonder how such pros- 
perity came about when communities and citizens were free 
to look after themselves — including their own protection 
against the so-called local “‘interests.’’ 

These believers in centralization fail to warn us that mo- 
nopoly is always potentially dangerous to freedom—even 
when monopoly is exercised by government. Curiously enough, 
they proclaim their fear of a private power monopoly in a 
county, city or state, but urge upon us all a gigantic, over- 
whelming, nation-wide power monopoly. But, of course, 
they also see themselves as the all-wise directors of that 
monopoly—so all would be well. 

The American people do not want and do not need to 
have any such monopoly, nor do they want a system leading 
toward it. They know they can have all the power capacity 
of our streams developed, as needed, without forfeiting the 
advantages of local responsibility and participation. 

Throughout our country are many public enterprises— 
organized years ago by states, municipalities and other public 
agencies—which have long been in successful operation. In 
hundreds of other instances, power has been and is being 
provided by private enterprise under the regulatory processes 
of the particular government agency involved. In each in- 
stance the people directly concerned by such operations have 
decided whether they are best served by public or by private 
agencies. 

The issue is not, therefore, public power versus unregu- 
lated private power. The issue posed to us is Federal monopoly 
of power, as against public or private regulated power, freely 
chosen in each instance by the citizens of each area, with 
the Federal Government drawn in as a cooperating partner 
where this seems necessary or desirable. 


COMMISSION’S DUTIES 


Last year, for example, state and local governments were 
invited to cooperate in power generation without the threat 
of Federal power control. During this brief period numer- 
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ous al public agencies and private investors have applied 
for ucenses to build hydroelectric plants. These applications 
in this Northwest region amount to nearly 6,000,000 kilo- 
watts. This represents a prospective investment of not less 
than $1,500,000,000. Well over half of this would be 
invested by public power—not private power—interests. 

But the seekers after Federal control of energy are not 
silenced even by this array of facts. They say that con- 
struction of power projects by local enterprise will impede 
the comprehensive development of this or other river basins. 

Again—let’s look at the facts. 

What they say just is not true. All power projects must 
be licensed by the Federal Power Commission. Before the 
commission grants a license it must see evidence that the 
project makes maximum use of the developed resources. It 
makes no difference who builds the projects—Federal, state, 
municipal or private agencies. These requirements apply— 
regardless. 

We should also get this straight: when a project is 
licensed by non-Federal authority it is not removed from 
public control. Rates and services remain under regulation. 
And when the licensing period ends, the site can be as- 
sumed by the Federal Government. 

I happen to hold this conviction: that, here in the North- 
west, your own public agencies and your own private com- 
panies—operating under both Federal regulation and your 
own eagle eyes out here—can work in the public interest at 
least as well as some far-off Federal agency. They ought to 
do better. 

At this woment there are glowing reports on your regional 
efforts to work out your own problems. Through the Gov- 
ernors Power Policy Committee, Governors Langlie, Pate- 
man, Jordan and Aronson are doing great work in assuring 
this area of adequate supplies of water. More benefits will 
flow from efforts to further interstate cooperation on prob- 
lems that cross the borders of the Northwestern states. 

I am especially happy that the power produced by this 
great new dam will contribute to the finest type of coopera- 
tive effort—your own Northwest power pool. This arrange- 
ment is an admirable model of voluntary pooling of public 
and private generating and transmission facilities. Because 
of it, you citizens of the Northwest have hundreds of thou- 
sands of kilowatts of additional prime power that would not 
exist through independent operation of your various utilities. 
In addition, you have it under your own control—not under 
the permission of a far-off Washington officeholder. This 
is a splendid partnership—the kind that the Administration 
will continue to encourage. I might add that this partner- 
ship concept has been most ably advanced by your Republican 
delegation in the Congress, led by Senator Cordon. 


ADMINISTRATION AIMS 


My friends, in all of these things that I have mentioned, 
your goal and the goal of your Government are exactly the 
same: to assure each citizen of enough kilowatts, when he 
wants them, where he wants them, at the lowest competitive 
cost—with the least likelihood of bureaucratic domination 
from Washington, D. C. 

In this effort, we shall avoid extremes. We shall neither 
withdraw from the power field nor federalize all electric 
power generators in the United States. Instead, we shall 
continue to advance in a spirit of helpfulness to localities, 
and in a spirit of cooperation with local citizens. 

Where local enterprise can shoulder the burden, it will be 
encouraged and supported in doing so. 

But where local action cannot or should not fully meet 
the need, we shall have Federal action. 
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In this way, our people, in their communities and homes 
throughout America, shall reserve to themselves as many 
basic decisions as possible. in this way, our people will 
remain free to carve out their destinies as their predecessors 
did. It was in this spirit that those who preceded you in 
the great Northwest, in only a century and a half, turned an 
unsettled wilderness into an inland empire, an empire vastly 
enriched by this gigantic structure which today we so proudly 
name the McNary Dam. 

Now, my friends, I know that the policy I have been 
outlining for you will satisfy neither group that exists at 
the extreme ends of this argument. It is not intended to 
please them. This program, as all other programs in which 
your Government engages, is designed to benefit the United 
States of America—160,000,000 people. It is guided and 
formulated on the advice, the common sense counsel of the 
vast majority of Americans—extremes do not interest me, 
or the Administration in the slightest. 

Fellow citizens, we have talked today especially of power 
and water and this great new dam. But it is well that we 
remind ourselves that these are but part of a commonly held 
objective which transcends all partisan and sectional consider- 
ations. That objective is that this Republic shall in every 
way grow ever stronger and more secure—that it may remain 
at peace in a world freed of the threat of atomic war. We 
want our America to have an ever-growing, vigorous econ- 
omy. We want every citizen to prosper and advance—with 
freedoms which daily shine brighter in each community of 
our land. We shall continue to build the material, moral 
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and intellectual strength to assure ourselves and our children 
of an always finer tomorrow. 

Toward that stronger and better America, my friends, I 
know that you will continue to go forward, as self-reliant, 
courageous descendants of God-fearing pioneers, fortified by 
your faith in yourselves and in your country. 

As you travel that wonderful road, I trust that you will 
have full confidence, every step of the way, that your Federal 
Government strides beside you as your true partner. May 
you always be sure that this Administration is ready to help 
where necessary, even eager, as your servant, to make the way 
easier for you and for all. But it will never be willing to 
assume over you a domination that will rob you of your 
greatest heritage—your individual liberty and your maximum 
control over your personal, family and local concerns. 

That, my friends, is the kind of government, the kind of 
America, of which your children and mine will be as proud 
as we are of our country today. 

And now, of course, without a push-button no dedication 
is proper. General Sturgis has explained to you the work- 
ings of this instrument, what will happen about the lights and 
the sounds. About what will happen in sending an electric 
current through some machinery. About the lights going on. 
And then this great and engineering marvel, the McNary 
Dam, another portion of it will be furnishing power to the 
Northwest power field. 

It is with the greatest sense of distinction, and pride in 
the Federal Government's part of what was done in this 
project, that I now, by this act, officially dedicate this McNary 
Dam. 


International Peace is an Attainable Goal 


A CALL TO ACTION 
By JOHN FOSTER DULLES, Secretary of State 
Delivered to the United Nations General Assembly, United Nations, New York, September 23, 1954 


United Nations: 
I come to this opening of the ninth General Assem- 
bly with a deep sense of the significance of this occasion. This 


mM‘ PRESIDENT and fellow representatives at the 


annual gathering of the representatives of sixty nations | 


represents mankind’s most hopeful effort to achieve peace 
with justice. Here is made manifest the close interdependence 
of today’s world, and also the vast opportunity for construc- 
tive results which lie in good partnership efforts. 

The people of the United States believe wholeheartedly in 
the purposes and the principles set out in the Charter of the 
United Nations. 

And that document marks a milestone in an understanding 
of the nature of peace. It recognizes that peace is not merely 
a passive concept, but peace is a call to action. It is not 
enough to dislike war and to denounce it. War has been hated 
throughout the ages. Yet war has been recurrent throughout 
the ages. One reason is that men have never put into winning 
the peace efforts comparable to those which they put into win- 
ning a war. 

Mankind will never have lasting peace so long as men re- 
serve their full resources for tasks of war. To preserve peace 
and to do so without the sacrifice of essential freedoms re- 
quire constant effort, sustained courage and at times a willing- 
ness to accept grave risks. That is the true spirit of peace. 

During this past year since we met together many nations 
have actively worked on behalf of a just and a durable peace. 


There have been moments when, it seemed, the scales were 
precariously balanced between general war and peace. And 
that hazardous equation still exists. But at least we see the 
hazards and we strive to shift the balance in favor of peace. 

The efforts which have been made during this past year 
are not to be appraised merely by whether in fact they pro- 
duced concrete settlements. The very fact of making intelli- 
gent, resolute and united efforts to seek just settlements: that 
has contributed of itself to peace. For it shows a dynamic 
spirit and a vilgilance which are a warning to any potential 
aggressor. 

In the past, peace has often been lost by default. That, let 
us resolve, shall never happen again. 

I cannot, of course, here touch upon the manifold activities 
which have recently occurred within and without this organ- 
ization. So here I shall focus mainly upon certain political 
efforts with which my own country was actively associated as a 
partner. 


INTER-AMERICAN SYSTEM 


Let me first speak of the Organization of American States 
The inter-American system rests on a long tradition of co- 
operation for freedom and peace in this hemisphere. Faith- 
fulness to that tradition, and pride in it, have served to spare 
this hemisphere from such wars as have tragically ravaged 
Europe and Asia during the last century and more. 

Last March, the Caracas Conference of the American States 
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met and deliberated and declared that if international com- 
munism gained control of the oe institutions of any 
American state, that would be a danger to the peace and secu- 
rity of them all, and call for collective action to remove the 
threat. 

However aggressive communism may be adjudged elsewhere, 
we of this hemisphere, without exception, know that its in- 
trustion here would open up grave conflicts, the like of which, 
happily, we have not known before. 

In Guatemala, there developed an identifiable threat to the 
peace and security of this hemisphere. The American states 
exchanged views about this danger, and were about to meet to 
deal with it collectively, when the Guatemalan people them- 
selves eliminated the threat. 

In this connection, there was occasion for the United Na- 
tions to apply the principles of our Charter which, while 
afhirming the universal jurisdiction of this organization, do call 
for resort to regional arrangements first before resort to the 
Security Council. Those provisions had been hammered out in 
the course of debate at San Francisco, when our Charter was 
adopted. And the American states at that time urged that their 
tested relationship should be coordinated with, and not totally 
replaced by, the United Nations, which they felt might not be 
dependable because of the veto power in the Security Council. 
And so at that time it was decided to make regional associa- 
tions a major feature of the United Nations peace system. 

This year the Organization of American States showed anew 
that it is ready, able and willing to maintain regional peace. 
And thereby, the provisions of our United Nations Charter 
have been vindicated and the foundation for peace in the 
American hemisphere has been solidified. 


GERMAN PEACE TREATY 


Last year, I said here that ‘the division of Germany can- 
not be perpetuated without grave risks.” In an effort to elim- 
inate that risk, I went to Berlin last January to confer with the 
Foreign Ministers of the other three occupying powers. And 
the United States there joined with Britian and France in 
presenting a proposal for the unification of Germany through 
free elections—elections which would be supervised by the 
United Nations or by some comparable, impartial body. The 
Soviet Union countered with proposals which added up to an 
extension of the Soviet orbit to the Rhine. Accordingly, the 
¢ mgerous division of Germany still persists. But, I may add, 
suinething else still pagal that is our resolve, in the 
spirit of peace, to end the cruel injustice which is being done 
to Germany. 

Last year I also spoke of the Austrian treaty as being long 
overdue. I pointed out that as between the occupying powers 
there was—and I quote—''no substantial item of disagree- 
ment.” 

At the Berlin conference the three Western occupying pow- 
ers eliminated the last vestige of disagreement by accepting 
the Soviet version of every disagreed article. It seemed, for 
a fleeting moment, that the Austrian treaty might be signed. 
Then the Soviet Union invenicd a new condition. It said that 
it would not free Austria from Soviet occupation until a Ger- 
man peace treaty was first concluded. 

Now there cannot be a German peace treaty until Germany 
is united. And so, it goes on: Austria continues to be an in- 
definitely —— nation. Nevertheless, here again, we do 
not accept as final the denial of justice to unhappy Austria— 
the first victim of Hitlerite aggression and the object of the 
1943 Moscow pledge of freedom and independence. The three 
Western powers, constant in the spirit of peace, have again 
within recent days urged the Soviet Union to sign the Austrian 
State Treaty as a deed which, far more than _platitudinous 
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words, will show whether other matters can be fruitfully dis- 
cussed. 

The problem of peace in Europe has become further com- 
plicated because of the recent setback to the consummation of 
the European Defense Community. That concept was born 
out of recognition that the best guarantee of permanent peace 
in Europe was an organic unity which would include France 
and Germany. And also, that if that unity merged the military 
forces of these two and other European countries, that would 
assure their nonaggressive character. For such forces would be 
clearly unavailable for use except as a whole community recog- 
nized the need for defensive action. 

The votes of Communist deputies more than accounted for 
the parliamentary majority which in one country shelved the 
E. D. C. Thus, they acted to perpetuate European divisions 
which have recurrently bred wars. 

However, the free nations concerned do not accept with 
resignation the perpetuation of what, historically, has been the 
world’s worst fire hazard. They are alert to the peril and work- 
ing activity to surmount it. 


GENEVA CONFERENCE 


Last year, when I spoke here about Korea, I was able to 
report an armistice. That, I said, had come not because the 
Communist aggressors loved peace, but because they had come 
up against an effective military barrier. I went on to say, “the 
Korean political conference, if the Communists come to it, will 
afford a better test.” 

It took seven months of arduous negotiation to bring about 
the political conference. When it occurred at Geneva, the 
United Nations side proposed the unification of Korea on the 
basis of free, all-Korean elections to be supervised by the 
United Nations. This proposal was rejected by the Communist 
side. They insisted that the United Nations must itself be 
treated as an instrument of aggression, and be debarred from 
any activity in relation to Korea. 

That counterproposal, insulting to the United Nations, was 
unanimously rejected by those who proudly hailed the Korean 
action of the United Nations as the first example in all history 
of an international organization which in fact acted effectively 
against armed aggression. 

The United States does not conclude that the unification of 
Korea must await another war. We have exerted all the influ- 
ence that we possess in favor of a peaceful solution of the Ko- 
rean problem, and we have not lost faith that such a solution 
is still possible. 

At the Geneva conference the belligerents in Indochina also 
dealt with the problem of peace. An eight-year conflict of 
mounting intensity was brought to a close. We all rejoiced 
that there had been an end to the killing. On the other hand 
we cannot shut our eyes to the fact that several hundred 
thousand in North Vietnam have at their desire been trans- 
ferred to non-Communist areas, and that there still remain 
millions unwillingly subject to an alien despotism. In this 
case an end of fighting has been bought at a heavy price, 
and the final result is still obscure. 


MANILA PACT 


One result, however, has been the driving home to the 
nations interested in Southeast Asia of the importance of a 
collective organization for defense against further aggression. 
At Manila this month eight nations met and negotiated and 
signed a treaty calling for collective defense against aggression. 

The Manila pact constitutes significant action taken under 
the Charter of the United Nations, which recognizes the in- 
herent right of not only individuals but of collective self-de- 
fense. And those who cry out when others exercise their in- 
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herent right of self-defense only exposed their own aggressive 
purposes. 

The Manila conference did much more than extend the 
area of collective security. It adopted a document known as 
the Pacific Charter. And by that charter these eight nations— 
Asian and non-Asian—which were meeting at Manila pro- 
claimed in ringing terms the principles of self-determination, 
self-government and independence. 

This charter, and the spirit of fellowship which gave it 
birth, should serve to end once and for all the myth that 
there is inherent incompatibility between the East and the 
West. The peoples of Asia who are already free, or who seek 
freedom, need not remain weak, divided and pe in 
the face of the new imperialism which has already reduced 
to colonial servitude 800,000,000 people, of what were once 
fifteen truly independent nations. 


ATOMIC ENERGY 


The past year has been marked by intensive efforts in the 
field of atomic energy. The United States has sought to share 
its commanding position in this field in ways which would 
permit many to join in a great new adventure in human wel- 
fare. We hoped to turn atomic energy from being an instru- 
ment of death into a source of the enrichment of life. 

I vividly recall that day, Dec. 8, 1953, when we here heard 
President Eisenhower propose that the nations possessing 
atomic material should cooperate under the auspices of the 
United Nations to create a world atomic bank into which they 
would each contribute fissionable material, which would then 
be used for the purposes of productivity rather than of de- 
struction. 

I shared the drama of that moment and sensed the univer- 
sal — which then greeted that proposal—applause which 
echoed around the world. 

Because it oftentimes seems that negotiations publicly con- 
ducted with the Soviet Union tend to become mere propa- 
ganda contests, President Eisenhower proposed that these new 
negotiations should be privately conducted. So the United 
States, after consultation with others, prepared and submitted 
a concrete, detailed proposal to carry out President Eisenhower's 
great conception. I, myself, met several times with the Soviet 
Foreign Minister at Berlin and at Geneva to discuss this 
matter. We are quite willing that all documents exchanged 
between the United States and the Soviet Union during these 
negotiations should be published. 

We hoped and believed that if the Soviet Union would 
join with the United States, the United Kingdom and other 
nations possessing fissionable material and atomic know-how 
this act of cooperation might set a pattern which would extend 
itself elsewhere. 

The plan we submitted could not have hurt anyone. It 
is motivated by the hope of lifting the darkest cloud that hangs 
over mankind. Its initial dimensions were not sufficient to 
impair the military capacity of the Soviet Union, and there 
was no apparent reason for its rejection. Above all, it was a 
practical, easy workable plan, not dependent upon elaborate 
surveillance. 

Nevertheless, the proposal was, in effect, rejected by the 
Soviet Union last April. This rejection was not because of 
any alleged defects in the plan itself. Any such would have 
been subject to negotiation. The Soviet position was, in effect, 
to say—we will not cooperate to develop peacetime uses of 
atomic energy unless it is first of all agreed that there should 
be renunciation of all uses of atomic energy, including the 
uses which provide the free nations with their strongest defense 
against aggressions. 
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To date, the Soviet Government has shown no willingness 
to participate in the implementation of President Eisenhower's 
plan except on this completely unacceptable condition. Yester- 
day, when it was known that I would speak on this topic today, 
the Soviet Union broke a five-month silence by delivering a 
note in Moscow affirming its readiness to talk further. But 
the note still gave no indication that the Soviet Union had re- 
ceded from its negative position. 

The United States, of course, remains ready to negotiate 
with the Soviet Union. But we are not ready to suspend longer 
our efforts to establish an international atomic agency. 

The United States is determined that President Eisenhow- 
er’s proposal shall not languish until it dies. We are deter- 
mined that it shall be nurtured and developed. And we shall 

ress on in close partnership with those nations which, inspired 
* the ideals of the United Nations, can make this great new 
force a tool of humanitarianism and of statesmanship and not 
merely a fearsome addition to the arsenal of war. 


PEACE Uses OF ATOMIC ENERGY 


The United States is here proposing an agenda item which 
will enable us to report further on our efforts to explore and 
to develop the vast possibilities for the peaceful uses of atomic 
energy. These efforts have been and will be directed primarily 
toward the following ends: 

(1) The creation of an international agency, whose initial 
membership will include nations from all regions of the world. 
And it is hoped that such an agency will start its work as early 
as next year. 

(2) The calling of an international scientific conference to 
consider this whole vast subject, to meet in the spring of 1955, 
under the auspices of the United Nations. 

(3) The opening early next year, in the United States, of 
a reactor training school where students from abroad may 
learn the working principles of atomic energy with specific 
regard to its peacetime uses. 

(4) The invitation to a substantial number of medical and 
surgical experts from abroad to participate in the work of our 
cancer hospitals in which atomic energy techniques are among 
the most hopeful approaches to controlling this menace to 
mankind. 

I want to make it perfectly clear that our planning excludes 
no nation from participation in this great venture. As our 
proposals take shape, all nations interested in participating 
and willing to take on the responsibilities of membership will 
be welcome to join with us in the planning and the execution 
of this program. 

Even though much is denied us by Soviet negation, neverthe- 
less much remains that can be done. There is denied the im- 
mense relaxation of tension which might have occurred had 
the Soviet Union been willing to begin to cooperate with other 
nations in relation to what offers so much to fear, so much 
to hope. Nevertheless, there is much to be accomplished in the 
way of economic and humanitarian gains. There is no miracle 
to be wrought overnight. But a program can be made and 
vitalized to assure that atomic energy can bring to millions a 
better way of life. To achieve that result is our firm resolve. 

Closely allied to this question of the peaceful uses of atomic 
energy is the whole vast and complex question of disarmament. 


DISARMAMENT 


At this assembly last year the United States affirmed its 
ardent desire to reduce the burden of armament. I stated here 
that the United States would vigorously carry forward the 
technical studies on armament control and limitation which 
are vital to any solution of this problem. 
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Last spring the United States participated in discussions in 
London with the Soviet Union, the United Kingdom, France 
and Canada on a subcommittee of our disarmament commis- 
sion. We sought to find out whether a fresh approach to the 
problem could achieve a solution acceptable to the Soviet 
Union as well as to the free world. The record of these meet- 
ings has now been made public. 

It shows that the representatives of Canada, France, the 
United Kingdom and the United States tried with patience 
and with ingenuity to explore all avenues of agreement which 
would be consistent with the security of all nations. Once 
more we made clear, as we have again and again in the past, 
that we seek to eliminate the use of atomic energy for any 
purpose other than those of peace. 

These efforts were met by flat refusal by the Soviet Union 
even to discuss our proposals on their merits. The crux of the 
Soviet position was that, before it will engage upon real ne- 
gotiations on disarmament, it insists upon a paper ban by the 
major powers of all use of nuclear weapons. The great shield, 
the supreme deterrent, must first be abandoned, leaving the 
free nations exposed to the Communists’ unrivaled manpower. 
Once that inequality has been assured, then—perhaps—the 
Soviet Union will negotiate further from its then gained posi- 
tion of assured supremacy . 

Such procedure would not increase the security of any free 
nation. 

Reluctantly, we must conclude that the Soviet Union has no 
present serious desire to negotiate on the disarmament prob- 
lem. We shall continue to hope, and to seek, that the Soviet 
Union may ultimately come up to cooperate on a program 
which could end the wasteful diversion of vast economic 
wealth and bring it into the constructive service of mankind. 

No doubt you will have observed that many of the efforts 
for peace to which I have referred were conducted outside 
of the United Nations itself It should not, however, be 
forgotten that the organs of the United Nations are them- 
selves steadily carrying forward activities which contribute 
substantially, even though — not spectacularly, to the 
political, economic and social conditions which are the founda- 
tions of peace. The United States wishes to pay high tribute 
to those who perform these indispensable aan 

If many major political developments have occurred outside 
the immediate framework of the United Nations, that is due 
to two causes—one good, and one bad. 

The Charter of the United Nations itself provides that the 
parties to any dispute which would endanger international 
peace and security should first of all seek a solution by ne- 
gotiation, resort to regional agencies, or other peaceful means 
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of their own choice. Only when such methods fail should 
there be resort to the Security Council. In other words, the 
Security Council of the United Nations was never intended to 
be a court of first instance, but only a court of last resort. In 
this sense, the unprecedented peace efforts of the past year fall 
within a pattern which our Charter itself prescribes. 


PEACEFUL NATIONS DEBARRED 


A second cause, I referred to, and that is disturbing. It is the 
fact that the membership of the United Nations falls far short 
of representing the totality of those nations which are able 
and willing to carry out the obligations of the Charter and 
include nations which are indispensable parties to many critical 
international problems. Fourteen nations are now debarred 
from membership only through the use—in reality the abuse 
—of the so-called veto power. None of these fourteen is in 
the category of Communist China, which has been found by 
the United Nations to be guilty of aggression. All fourteen are 
fully qualified without a blemish for membership. 


Unless ways can be found to bring peace-loving, law-abid- 
ing nations into this organization, then inevitably the power 
and influenze of this organization: will progressively decline. 

We are os the tenth anniversary of the founding 
of the United Nations. All of the member Governments and 
their peoples may properly be thankful for the great accom- 
plishments of the United Nations and for its unique service 
as a forum for international discussion. However, this com- 
ing anniversary must be made more than a date for self-con- 
gratulations. It is time to take account of the weaknesses of 
our Organization and of ways in which it can be made to func- 
tion better as a guarantor of peace and justice and as a center 
for harmonizing the actions of the nations. That, indeed, was 
the idea of the founders, who planned a Charter review con- 
ference to be called at the next annual session of our Assembly. 

The search for peace has its high hopes and its deep frus- 
trations. But after the frustration, there is always renewed 
hope. An behalf of the United States I would say in my clos- 
ing words that we believe that international peace is an attain- 
able goal. That is the premise that underlies all of our plan- 
ning. We propose never to desist, never to admit discourage- 
ment, but confidently and steadily so to act that peace becomes 
for us a sustaining principle of action. 

In that, we know we shall not be alone. That is not mere- 
ly because we have treaties of alliance and bonds of expedi- 
ency. It is because the spirit of peace is a magnet which draws 
together many men and many nations and makes of them a 
fellowship of loyal partners for peace. 


American Foreign Policy in a World Adrift 


WE MUST ASSERT LEADERSHIP NOT PARTNERSHIP 


By ROBERT T. OLIVER, P4.D., LL.D., Head, Department of Speech, The Pennsylvania State University, and author of 
Syngman Rhee: The Man Behind the Myth 


Delivered to The Rotary Clubs of the 264th District, State College, Penna., September 7, 1954 


name the interest you men have in international affairs. 

As a matter of fact, in the kind of world in which we 
live, it seems impossible that anyone should not be vitally and 
urgently interested in questions of foreign policy. Not only 
our own lives but the very civilization which has been six 
thousand years in the making are at stake. It is our lot to 
live in a period in which by both scientific and political de- 
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velopments the world has been set adrift from its old, familiar 
moorings. In this period unavoidable leadership has devolved 
upon the United States, and we accordingly have had thrust 
upon us the responsibility of trying to steer the Christian- 
democratic way of life through the most damaging and threat- 
ening assault which has ever been launched against it. 

In such a time it is our urgent duty as individuals to try to 
achieve a high level of moral thoughtfulness. We must sub- 








ROBERT T. OLIVER 


ordinate all thoughts of our own personal comfort and even 
the welfare of our own families. Nothing must be allowed 
to take precedence over the vital questions of how to pre- 
serve the freedom of individuals and the liberties of demo- 
cratic governments against the calculated and devilishly sys- 
tematic campaign that is being waged against them. Consider- 
ing all we know of the purposes and the methods of the Soviet 
Union, and of the destructive power of the hydrogen bomb 
and guided missiles, there is no slightest exaggeration in the 
simple declaration that the future fate of mankind rests upon 
us Americans of this generation. It is a charge we may neglect, 
but not one we can avoid. 

I should like to call your attention to two very important 
statements by two very important leaders of the free world— 
John Foster Dulles, our own Secretary of State, and Sir Win- 
ston Churchill, the Prime Minister of Great Britain. 

Last January Mr. Dulles warned that if the European De- 
fense Community (EDC) was not approved by the French 
National Assembly before the end of April—that is, before 
the opening of the Geneva Conference—the United States 
welt! have to undertake an ‘‘agonizing re-appraisal” of our 
entire foreign policy. The French did not act last Spring, and 
finally, in August, their National Assembly did vote decisively 
against the EDC. That basis for our foreign policy, our hope 
for a united Europe to stand against Communism, is dead. 
The time for our agonizing re-appraisal can now no longer be 
postponed. 

Similarly, last July, Sir Winston Churchill told the English 
House of Commons that “tremendous changes have taken 
place in the whole strategic position in the world, which make 
the thoughts which were well founded and well knit together 
a year ago utterly obsolete.” 

These are sober warnings, indeed, from two strong leaders 
of the free world. They indicate that we simply do not dare 
any longer to take peace for granted, or to drift along hoping 
that somehow things are going to work out all right. They 
warn, instead, that basic, fundamental, agonizing decisions 
have to be made now—at once—to shift our foreign policy 
from a path that is leading to defeat, and to put it upon an 
essentially new road that will lead to security and, if possible, 
to peace. 

Our problem, then, is to try to determine the basis for what 
Mr. Dulles has called an “agonizing re-appraisal.’”’ We must 
identify what, in the words of Winston Churchill, was a 
policy “well founded and well knit together a year ago” but 
that has now become “utterly obsolete.”’ 

I wish I could assure you that these great leaders, who are 
aware that our present course is dangerously inadequate, are 
now in process of devising a different policy which would meet 
the need they recognize exists. They are courageous, and intel- 
ligent men, and I am sure they are doing their best. But in our 
demorcatic governments fundamental policies simply cannot 
be changed by decisions made at the top. Gradually the whole 
public needs to be led into a clearer understanding of the 
nature of the problems and be educated to accept the greater 
hardships and dangers that a change of policy requires. If we 
value our way of life, we cannot settle back comfortably with 
a feeling that our leadership knows best and that whatever 
needs to be done can safely be left to them alone. Democracy 
itself is a stern as well as a generous master, and it requires 
of us, its free citizens, a high level of understanding and cour- 
age in face the facts and to deal with them as changing situa- 
tions demand. 

As we examine the situation that confronts the world today, 
there are several fundamental considerations that I think we 
should be sure to have clearly in mind. The first two of these 
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considerations indicate how hard it is for any democratic 
citizenship to exercise our full responsibilities in international 
affairs; and the remainder point toward hard and distasteful 
conclusions that I am sure we would like to avoid if only we 
could. 

First, it is not easy for elected officials to present disquiet- 
ing truth to the electorate. 

It is an interesting and unfortunate fact that democratic 
governments all around the world are in oftice by only a very 
small majority. In the United States, Great Britain, France, 
Western Germany, Australia—wherever you may look—the 
“Ins” hold only a very slender margin of legislative votes over 
the “Outs.” In view of this fact, the parties in power have a 
strong tendency to keep on assuring the voters that the best 
way to continued security and happiness is to keep them in 
office—and their opponents either compete with them in 
assuring the public that they, too, stand for a continuation of 
good times, or else they keep silent, merely hoping the elected 
officials will scare away enough votes to change the results in 
the next election. As one instance of this tendency, we have 
recently seen the National Committee of one American party 
select ‘‘Peace, progress, and prosperity” as its 1954 election 
slogan; and the National Committee of the other party im- 
mediately replied that only by election of its own candidates 
can these three very handsome goals really be achieved. 
Neither party feels that on the eve of a crucial election it can 
ask for greater sacrifices or warn of serious dangers. 

This charge that the public is not told the real truth about 
the danger of the world situation is a serious one and I should 
not make it if a great mass of facts from all over the world 
did not show it to be true. In order to save time, however, 
I shall simply present in further support of it the testimony 
presented by General Mark Clark—who, you recall, is now 
retired—to the U. S. Senate Committee on Internal Security, 
last August 10. These are the five points General Clark made: 

1) His armies could have driven the Chinese back across 
the Yalu River if he had been allowed to bomb Manchurian 
bases. 

2) If the Korean war had been won, rather than com- 
promised, there would not have developed another crisis in 
Indochina. 

3) Red China could have been driven out of Korea without 
starting World War III, for Russia wants to continue the cold 
war, not start a hot one. 

4) Even while he commanded the U. N. armies he had no 
respect for the United Nations, and he believes it should be 
re-organized by expelling the Communist States. 

5) The Korean war helped the Communists, not us, for it 
taught the Red Chinese how to fight modern war, and de- 
veloped their confidence in ultimate global victory. 

Now remember, the point here is not whether these judg- 
ments by General Clark are sound. The point is he now testi- 
fies he believed these things to be true at the very time he was 
talking and acting as if he believed the contrary. This is not 
intended as a personal criticism of General Clark. He was a 
victim of the dilemma of public officials generally who find 
it difficult if not impossible, for political reasons, to give the 
public frankly the fruits of their own judgment. Then, as a 
direct result, they are restrained by public opinion from taking 
the “‘calculated risks’ their own judgment tells them are 
essential. 

Second, we democratic citizens, in the United States and 
other countries, must bear heavy responsibility for the failure 
of our elected officials to talk to us frankly about international 
dangers. 
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The simple fact is, we are so comfortable we do not want to 
be disturbed or alarmed. Not only in the United States but 
also in Western Europe, in England, in the Commonwealth 
countries, and in most of the remainder of the free world, our 
standard of living is the highest it has ever been in our 
history. Life is good to us today. And we see clearly that if 
atomic power is put to industrial use, and that if chemistry is 
utilized to increase world food supplies, all the peoples of the 
earth can soon be living in far more prosperous and happy 
circumstances than ever before in history. This is not time to 
be listening to prophets of doom! So we say, “Away with 
them!’’ and turn back to our golf, and baseball, and television 

rograms. Unless we can toughen our own fibres, we can 
= expect our elected leadership to be bold. 

Third, the policies we have thus far followed in dealing 
with Communist aggression have not been successful. 

Away back when I was in grade school, in 1916, a little 
group of Communist conspirators entered Russia and, taking 
advantage of the chaos resulting from German defeat of the 
old Czar, managed to work their way into power. These old 
Marxists, under Nickolai Lenin, talked tough, you remember, 
about conquering the world, and for a time they stirred up 
considerable trouble for us in the United States, with an or- 
ganization called the I. W. W. (International Workers of the 
World). But their first job was to conquer the Russian people, 
which required the murder of about five million of them, and 
by 1933 they were talking softly enough so that our Govern- 
ment and others recognized the U. S. S. R. as a companion in 
the world fellowship of nations. During the depression years 
some of us even came to believe that the Communist medicine 
might be just what our economic ills required. Then came 
World War II, the heroic defenses of Stalingrad and Lenin- 
grad, and when the defeat of Germany and Japan became 
inevitable we decided at Yalta and Potsdam to help the 
Communists win through our cooperation what they described 
as their “‘last territorial demands.”’ 

Then came the over-throw of the presumably free govern- 
ments of Eastern Europe, the seizure of Czeckoslovakia, and 
the extension of the Soviet political-economic mesh around 
Manchuria and Mongolia. In 1947, in order to save Greece, 
we adopted what came to be known as the “policy of contain- 
ment.’” Two years later, however, in 1949, we decided that 
this policy did not obligate us to fight to keep China out of 
Communist hands. In 1950, when for the first time the Com- 
munists became bold enough to send their own soldiers, wear- 
ing their own uniforms and waving their own flags, across the 
Korean 38th parallel, we did take instant action to drive them 
back. We drove them, in fact, almost entirely out of north 
Korea—but when the Red Chinese came in, we hastily re- 
treated back to the 38th parallel and announced all over again 
that our policy was simply containment, and not liberation of 
areas already seized. 

Fourth, there is no reason to believe this old policy which 
failed in the past is any more successful today or any more 
promising for the future. 

When the Korean truce was signed, Secretary Dulles warned 
solemnly that the United States would not permit the Red 
Chinese simply to shift strength from that area to step up the 
attack on Indochina. Nevertheless, within a few months the 
Communist forces in Indochina were getting a stream of 
military supplies from Red China that our own intelligence 
estimated marked an increase from four tons to about forty 
tons daily. Soon Dien Bien Phu was besieged with heavy 
artiliery that certainly was not manufactured in northern Viet- 
nam. At that time, our containment policy was put te a new 
test. President Eisenhower warned in a press conference that 
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Vietnam was the cork in the bottle of Southeastern Asia, and 
that if it were pulled out by the Communists the whole area 
would be lost. The following week he repeated his warning, 
this time likening Vietnam to the first in a row of dominoes 
which, if it fell, would cause the fall of ali the rest. Secretary 
Dulles called for a United Defense of the area, and four 
United States aircraft carriers in the Pacific were ordered to 
steam toward the Indochinese coast. 

At that time I was in Geneva, attending the Conference on 
Korea and Indochina, and it was very apparent to us there 
that the Communists were not in the least disturbed by what 
they confidently interpreted as a bluff. They pushed ahead 
both with their political demands and with their military 
attacks in Indochina as though our bold talk were nothing 
but the buzzing of so many mosquitoes. Today, twelve mil- 
lions of the Indochinese who fought for seven years against 
Communist aggression are paying the price of the failure of 
the free world to hold the line. 

And what of tomorrow? The agreement reached at Geneva 
was that an election will be held within a year to determine 
whether the rest of Indochina will also be turned over to the 
Communists. We may expect that of course the free Indo- 
Chinese will vote to stay out of Communist control—and that 
if they don’t, they can’t be worth saving anyway. What we 
must understand is that it is easy to talk about standing firm 
from our own homes across the Pacific, but it is difficult for 
the people who live right under the shadow of Communist 
armies, and surrounded by Communist guerrillas. The average 
Indochinese family has to decide whether to have its sons join 
the Communist youth League, or whether to join in political 
organization to try to defeat the Communists at the polls. And 
this decision they have to make in an atmosphere that seems 
to promise a Communist victory, no matter what they them- 
selves may do. The strong presumption is that when these 
elections are held, the Communists are going to make an- 
other big advance. 

Fifth, the world balance of power upon which our policies 
have been based is undergoing a significant shift. 

The real power centers of the world today are just two— 
the United States and the Soviet Union. Russia has brought 
under its dominant control fully one-third of the world’s 
population and basic resources, which it can use in any way 
it desires. The United States, on the other hand, is a member 
of a loose alliance of free governments that have theif own 
policies and their own ideas about how to pursue them. We 
are far stronger than Russia industrially, and we match or 
over-match them in actual and potential military strength. But 
we have not shown ourselves their equals in waging cold war. 
We do not have their certainty as to national purposes or 
means calculated to achieve them. And we do not have their 
ruthless willingness to take risks necessary to carry our policies 
through to success. In some ways we are far stronger than the 
Russians. Perhaps the most significant element in our strength 
is the fact that our democratic heritage does represent the best 
way of life any people anywhere has ever achieved. We can 
count on having the basic goodwill of submerged peoples all 
over the world, who hope for our success as the only means 
of salvaging their own endangered freedoms. But as events 
are going, we can count upon very little active assistance from 
any source at all. In the world power struggle that now exists, 
Russia has one-third of the world as obedient satellites. We 
have only a weak and divided alliance of nations that would 
like to see us succeed but don’t like the way we are going 
about it. 

Sixth, neutralism is rapidly becoming an added danger to 
our security. 
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Only two years ago, Nehru was publicly denying that India 
was neutral. Now he is appointing Krishna Menon, who 
hates America, to head his U. N. delegation, and he frankly 
tells the people of India that their best hope is to remain 
wholly aloof from the world struggle. Moreover, he has 
already succeeded in carrying Burma, Indonesia, and Ceylon 
into his neutralist camp. Even more damaging to us, Great 
Britain itself is also swinging closer to a neutralist position 
—and Japan, despite our urging—is refusing to leave it. The 
cold, simple fact is that as world war between the United 
States a Russia becomes ever more likely, more and more 
governments are deciding that their own best policy is to 
stand aside from it, and to hope for future greatness after we 
two titans have battered one another into helplessness. 

The dangers of neutralism should not for an instant be 
underestimated. We recall our own great satisfaction when 
Tito’s Yugoslavia was won into a neutralist desertion of the 
Soviet Union. Now, incidentally, a Soviet trade delegation 
is in Belgrade, discussing closer economic ties between Russia 
and Yugolslavia. And meanwhile, the Tito pattern has been 
followed by mere and more nations—but in desertions from 
our side, rather than from Russia’s 

Nor is the end yet in sight. France has already shown a 
willingness to prefer Russia’s siren slogan of “peaceful co- 
existence’” to our own plans for militant European defense. 
“Co-existence’”” also is getting a very good press in England. 
Italy has been confidently predicted by our own experts as 
likely to go Communist within two years. Germany is ex- 
tremely restive under Adenauer’s pro-American policies; and 
many Germans are pointing out that the best way for them 
to secure the re-unification of their divided nation is by ac- 
cepting Soviet terms. And what of the rest of the world? The 
Arab Middle East is almost as strongly anti-democratic as it 
_ is anti-Communist; and the Arab League has already voted to 
sponsor Red China's admission to the United Nations this 
fall. Africa is a mish-mash of discontended colonial areas. 
And in South America, anti-United States demonstrations have 
been flaring up in recent months from Mexico to Brazil and 
Argentina. 

What Russia apparently wants above everything else is to 
force the United States into isolation from our traditional 
Allies; and in this endeavor the Kremlin appears to be having 
considerable success. 

Seventh—and here I depart from a line of reasoning about 
the nature of our difficulties to suggestions for a new approach 
to our problems—what is required to reverse the trend is a 
strong assertion of leadership by the United States. 

I know that this suggestion is considered by some people to 
be “controversial.” Our own President has recently declared 
that what the United States must do is to seek to be more of a 
partner of other free nations, and not to try to assert leadership 
over them. With all humility, I find that I must positively 
_ disagree. 

At Geneva, Secretary Dulles made an opening speech, then 
came home—saying in effect to the British and the French, 
“This is your Conference. You wanted it; now do what you 
like with it.” Bedell Smith, the Under-Secretary of State, who 
took his place, time after time said in substance to the other 
fifteen Allied Delegations: “Let us work out a policy in 
partnership; then we can all agree to follow it together.” 
This sounds fine, but in practice it didn’t work. The other 
delegations were worried and perplexed. They simply knew 
that when it comes to a pinch and the chips are down, the 
United States is going to do whatever we think our own 
national interests dictate. On many occasions they asked me 
for any cue I might be able to give them as to where the 
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United States really does stand. The simple fact is that since 
the strength is ours, the responsibility for leadership is ours, 
and we cannot abdicate. 

What we can do and what we are doing is to puzzle and 
worty the peoples around the world who would follow us if 
they only knew where we are willing to go. In Asia we have 
two strong Allies, the Nationalist Chinese and the South Ko- 
reans, with well-equipped armies of over a million staunch 
anti-Communists. But we have firmly closed the door to their 
pleas that they be included in any Asian anti-Communist Pact 
During the last presidential campaign, our successful candi- 
date said that containment was a failure, and that he favored 
a policy of liberation, to replace it. But in recent months we 
have not even held firm on the containment policy. Our latest 
move is to announce the withdrawal of two-thirds of our re- 
maining ground forces and of all our air force from Korea. 

Eighth, we should profit from the lessons which history has 
taught us at painful cost. Among these, I recommend especi- 
ally the following: 

a) We should stop aggression before it rolls on to a point 
where psychologically and militarily it abandons localized for 
global warfare. Historians are practically unanimous in agree- 
ing that World War II could have been prevented if the old 
League of Nations had had the courage to hurl the Japanese 
back out of Manchuria in 1931, or the Italians out of Ethio- 
pia in 1935, or the Germans out of the Ruhr in 1937, or even 
if they had prevented Hithler’s conquest of Czechoslovakia in 
1938. Instead, the leaders of that era decided to gamble for 
“peace in their time’ and world war became inevitable. 

Now our elected officials tell us they do not plan on en- 
gaging in any more Korea-type wars; instead, they threaten 
“massive retaliation’’ upon the Chinese or even the Russians 
themselves, if there are any more aggressions anywhere. But 
when the test came in Indochina, we did not massively 
retaliate. And it is highly doubtful whether any responsible 
President would ever decide deliberately to launch a global 
war to safeguard some area almost unknown to the American 
people. In this sense, our “New Look’’ in military strategy, 
which consists of emphasis upon the ability to deliver atomic 
and hydrogen bombs anywhere in the world, is a sad mistake. 
It appears that what we do need is the ability to land a fight- 
ing force on the shores of any spot in the world that 
may be attacked, and beat back local aggression before it be- 
comes epidemic. And what we need even more is an over-all 
policy of seizing the initiative, and not waiting merely to 
respond to local attacks. 

b) We should stop violating the old diplomatic rule which 
states that a powerful nation must never let its policies be 
dictated by weak Allies. Our own course has been to insist 
that the one thing which we must cling to above all others is 
the traditional Anglo-American-Western Europe Alliance. 
Since these traditional Allies are forced by their own internal 
circumstances to become increasingly neutralist, the result of 
our clinging to them has been to weaken us tragically in both 
Asia and Europe. What we need to do now is to recall the 
situation of 1939, when the United States was isolationist and 
England had to boldly challenge Hitler's further advance even 
without our aid. Now the shoe is on the other foot, and in 
due time we shall have to do what England did then. The 
only question is whether we shall delay until it may be too 
late. 

c) We need to recall the old advice of Theodore Roosevelt: 
to speak softly and carry a big stick. Thus far we have talked 
boldly about building a strong European army, about massive 
retaliation, and about united resistance in Southeast Asia. 
It clearly is time to talk less and to be ready, as we were in 
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Greece in 1947 and in Korea in 1950 simply and decisively 
to act. 

d) Finally, Theodore Roosevelt had another favorite ex- 
pression we should do well to recall, namely: “In diplomacy, 
the worst possible thing to do is to shake first the fist, and 


then the finger.”’ 

Now it is late, very late—far too late to rehash old criti- 
cisms of old mistakes, when what we need is to achieve the 
broadest possible base of common agreement on new policies 
that will work better. The only excuse for delving into the 
past at all is the same reason for which we teach history in 
our schools: to enable us to understand what has happened 
so we can avoid repeating the same mistakes and do better 
in the future. What, then, can we do and should we do? 

Surely, already we are doing a great deal. I have drawn a 
somber picture of our policies of the past decade—principally 
because they simply have not worked. But our endeavors have 
been generous and heroic, even if unsuccessful. We have been 
generous and helpful to the enemies we defeated in the last 
war. We have spent more than forty billions of dollars to 
assist our late Allies to recover and fmprove their lost stand- 
ards of living. We courageously entered the Korean War to 
stop Soviet aggression, and then—when our Allies demanded 
it—we foreswore victory in Korea to accept a compromise 
peace. Unlike any previous generation of Americans, we have 
been willing to tax ourselves heavily to maintain a huge mili- 
tary force in time of peace. Meanwhile, we have made a great 
many concessions to the Communists to try to persuade them 
that we really do want to live and let live in a “peaceful co- 
existence."’ And the net result has been that we have seen 
our own Alliance grow steadily weaker, and our Communist 
enemy become rapidly stronger. 

Should our next step be to launch a preventive war by sud- 
denly blasting twenty or thirty Russian cities out of existence? 
This we simply can not and will not even contemplate. Our 
own military experts tell us the immediate result would be the 
destruction in turn of our own major cities and the launching 
of the very atomic war we want above all to avoid. 


Should we let all Asia and perhaps Europe too fall to the 
Communists, and retreat into a defensive fortress in our own 
hemisphere? Again, we know that this is impossible. To do 
that would simply be to strengthen our enemy for the attack 
he would launch against us when he felt ready to do so. 


Should we continue our present course of slow but inevitable 
retreat, giving up various areas of the earth slowly and grad- 
ually, hoping meanwhile that the Communists will gradually 
become fat, prosperous, and unwilling to engage in further 
conquest? This is, in fact, an argument that in one form or 
another we often hear. James Conant, for example, our High 
Commissioner in Western Germany, has recently been telling 
the German people: “We will avoid war only by the narrow- 
est of margins and only because time and again when one 
side or the other was about to take the plunge the military 
advisers could not guarantee an ultimate success.’’ If this view 
is correct, all our retreats are merely a price we pay for buying 
time, with the hope that time may be on our side. But from 
what I have seen of the Communists at Geneva, in Korea, and 
at the United Nations, I do not believe we can expect them to 
become satisfied or to stop short of their goal of world 
domination. We have already paid enormous prices at Yalta, 
at Panmunjom, and at Geneva to buy them off; but they have 
only become exultant and more ambitious with every success. 


I have some pacifist friends who insist that to fight a 
modern war is worse than to surrender, and that since we 
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can’t lick them (in the sense that no atomic war can be won 
by anyone) we should join them instead. But the simple ob- 
servation of how the Communists rule the captive people 
behind their Iron Curtain is answer enough to that. The human 
race has had to fight time and again to win our slow advance 
of individual liberties, and I'm sure we do not intend to be 
the generation that surrenders what has been won by hundreds 
of years of painful struggle. 

Well, if we don’t want either to fight or to surrender, do 
we have any choice at all? In my view, we do. There is a 
great deal of evidence that the Soviet Union is as fearful 
of world-wide atomic war as we are. Russia is doing very 
well with cold war strategy, and could scarcely be forced to 
tisk everything in a global war against the United States. Lenin 
long ago laid down the — which has been often re- 
peated by his followers, namely, that they must be willing 
to make partial retreats to avoid a final struggle. 

The conclusion I come to is that we need to go back to 
what many of us were saying during the presidential campaign 
of 1952—that the American foreign policy should be one of 
liberation, not containment. We should announce to the 
Chinese and the Eastern Europeans and even to the Russian 
people themselves that American sympathies are with them, 
and that we shall do all we reasonably can to assist them 
eventually to regain their freedom. We should give military 
and economic aid to all who are willing to fight in local wars 
for their own liberties and for the liberation of the fellow 
countrymen. When we ourselves become involved in these 
localized wars, as we surely would be, we should insist on 
fighting them to win. When our planes are shot down, we 
should shoot back. When some of our people are kidnapped 
and taken behind the Iron Curtain, the least we can do is to 
imprison an equal number of Soviet diplomatic representatives 
who are in our territory. 

Meanwhile, our diplomatic and economic policies should be 
to assist those who are with us, rather than to continue to 
yield to neutralist-minded Allies who demand a steady weak- 
ening of our position even while they accept our help. By 
such policies we may expect an immediate crescendo 3 criti- 
cism. But my own judgment is that as soon as the peoples 
around the world become convinced that at last the United 
States is going to stand firm—that we have decided to win 
not to compromise or lose the world struggle—they will 
gladly and enthusiastically come out on our side. And from 
what we know positively of the large-scale dissatisfaction be- 
hind the Iron Curtain, we may well expect a good deal of 
passive resistance and active revolt to break out in the Com- 
munist countries as well. 

What is needed above all in this age of danger is what has 
always been needed in any and every time of crisis all through 
history—that is, a clear and definite demonstration of our will 
to win. No great advances in civilization have ever been won 
by any people under the slogan of “Peace at any price!” In- 
stead, the generations that have carried mankind forward to 
greater freedom have been willing to suffer grievously for the 
cause of justice and liberty at any cost. 

I am sure we should like to avoid our own Gethsemane if 
we could. We, too, feel impelled to pray, ‘Father, if it be Thy 
will, let this cup pass away.” But one thing we must know 
for certain—that no war can be avoided by the simple unwill- 
ingness to fight it. Being craven in the face of threats and 
attacks never yet has been a way of being safe. Thus far the 
Russians have succeeded spectacularly because they have been 
willing to take the risk of world war, while we have not. There 
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is great reason to hope that it is not yet too late to prevent 
a third world war. But if there is such a hope, I do not be- 
lieve it can be found anywhere except in the willingness to 
endure the suffering and costliness of localized wars—limited 
conflicts that will whittle back the Communist strength, as 
they have been whittling ours. Above all, we must convince 
the Red strategists that the American spirit of 1954 is not 
essentially different from the spirit of 1776, or 1861, or 1917, 
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or 1941. We have become prosperous, but we must not let 
them think we have become soft. We love life, but we must 
not let them believe we shall purchase it at the cost of 
surrender. 

The course I am advocating is not new or revolutionary. It 
is a simple application of the lessons of history. It is merely 
an urgent appeal to learn from our past mistakes and to assume 
a new and final firmness while yet there is time. 


The Outlook for Sound Money in the 
United States 


IRREDEEMABLE CURRENCY IN KEEPING WITH COMMUNIST DOCTRINE 


By WALTER E. SPAHR, Professor of Economics, New York University, 
Executive Vice President, Economists’ National Committee on Monetary Policy 


Delivered at Luncheon Meeting of the John Erickson Society, New York City, September 23, 1954 


THE OUTLOOK FOR A SOUND CURRENCY 


Tes outlook for a sound currency in the United States 
is shrouded in uncertainty. There apparently is no basis 
at present to justify confidence that the Republican 
Administration intends to provide the people of this nation 
with a redeemable currency. Hearings were held on the 
Bridges gold standard-redeemable currency bill, and on three 
other gold bills on March 29, 30, 31, and April 1, this year, 
by a subcommittee, under the Chairmanship of Senator John 
Bricker, of the Committee on Banking and Currency of the 
United States Senate. But this session of Congress was per- 
mitted to come to a close without any report being made by 
that subcommittee to the full committee or to the Senate. In 
the House no hearings were held on the companion Reece 
bill. Prior to the introduction of the Bridges-Reece bill in this 
session of Congress, similar bills had been introduced in the 
House by Representatives Buffett of Nebraska, Reed of New 
York, Hale of Maine, and Hiestand of California; but no 
hearings were held on any of those bills. 

On August 20, Senator Bridges stated in the Congressional 
Record (p. 14666) that he intended to introduce his bill “in 
the 84th Congress and vigorously press for passage.’’ Although 
there was no outward manifestation of vigorous pressure for 
passage of his bill during the latest session of Congress, per- 

s in the next session the best interests of the people in the 
f of money may be better or properly served. 
Inasmuch as a sound currency is analagous to a healthy 
bloodstream in the human body, there is never a valid excuse 
for not replacing a diseased monetary bloodstream with a 
sound one at the earliest possible opportunity. And in our 
case such opportunity has existed since the reopening of the 
banks in 1933. Unfortunately and regrettably, the latest ses- 
sion of Congress provided evidence to the effect that the new 
Administration is not a good doctor in so far as the monetary 
bloodstream of this nation is concerned. Senator Bridges 
offered a sound prescription but his associates were so en- 
amored with the intoxicating effects and assumed beneficial 
possibilities of the drug of irredeemable currency that his 
proposal to save our people from the ultimate effects of that 
subtle, but deadly, drug seemingly yielded no positive bene- 
ficial result aside from the opportunity provided various 
monetary economists, and others, to offer constructive actual 
testimony in support of the Bridges bill. 
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OBSTACLES WHICH ARE DEPRIVING THE PEOPLE OF THE 
UNITED STATES OF A SOUND CURRENCY 


Various obstacles, thus far overwhelming, but none of them 
in the best interests of our country, are preventing our people 
from having the benefits of a healthy monetary bloodstream— 
that is, a currency redeemable in gold at the present statutory 
rate of $35 per fine ounce, with uses of credit confined to 
self-liquidating transactions. 

One of these obstacles is the old and well-established fact 
that once a or are given a taste of the insidious and cor- 
rupting drug of irredeemable currency they quickly embrace 
it and, in the manner of drug addicts, employ every argument 
which the human mind can devise as to why they should not 
be deprived of it. 

Another and ominous obstacle to a sound and honest money 
is the position taken by our Federal government beginning in 
1933 and continuing down to date. It was widely expected, or 
at least hoped, that the new Administration would demonstrate 
a higher type of understanding and responsibility in respect 
to our people’s monetary system than was shown during the 
two preceding decades. But such, unfortunately, has not been 
the case. Officials of the Treasury and of the Board of Gov- 
ernors of the Federal Reserve System have taken the position 
that an irredeemable currency is better than a redeemable cur- 
rency for our people at this time and for an indefinite future 
time, but for opposite reasons—Dr. Burgess, for the Treasury, 
because our economic situation is not good enough, Mr. 
Martin, for the Reserve Board, because it is not bad enough. 
Also of significance is the fact that Dr. Burgess’s defense of an 
irredeemable currency as a Treasury official stands in direct 
conflict with his arguments in behalf of a gold standard and 
redeemable currency prior to his appointment as a Treasury 
official in the present Administration. 

To the obstacle to an honest and sound currency provided 
by the Treasury and Federal Reserve officials must be added 
the office of the President, or perhaps one should say Presi- 
dential advisors, since Dr. Burgess stated in his opposition to 
the Bridges bill that his views were “in accordance with those 
of the White House.” 

Our irredeemable currency system provides the United 
States Treasury and Federal Reserve banks with powerful 
special privilege without corresponding responsibility—with 
the right to issue promises to pay without being called upon 
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to redeem them in the standard monetary unit (except for 
foreign central banks and governments). Such an arrange- 
ment is evidence of either fiscal or moral bankruptcy on the 
part of a government—moral bankruptcy in our case—and 
it is in conflict with the basic concept of honesty written into 
our body of contract law. But it provides an understandable, 
though hardly commendable, reason, for one, why the Treas- 
ury and Federal Reserve authorities wish to retain this im- 
proper power over the people of this nation. 

Another obstacle to the attainment of a redeemable cur- 
rency lies in the absence of any strong leadership in the House 
or Senate in behalf of such a currency. The people of the 
United States have no John Sherman in Congress, as prior to 
the resumption of 1879, able and willing to lead the battle 
for a sound and honest money. 

Apparently the majority of the _ is Opposed to any 
move to deprive our people of the drug of irredeemable cur- 
rency. This seems to be true also of the majority of business 
leaders and of bankers. But this is the common reaction of 
those groups once a nation gets the taste of the intoxicating 
drug of irredeemable currency. Our people are conforming 
to the common pattern. There is never a mass movement 
against irredeemable currency, just as we do not find a mass 
movement of drug addicts to relinquish their drugs. In both 
cases, wise leadership, which rises above the inclinations of 
the masses, is required. Such leadership as has existed among 
our people in behalf of relinquishing the drug of irredeem- 
able currency has not had the support of a sufficient number 
of government officials since early 1933 to obtain the needed 
reform in our monetary system. 

Powerful elements which have offered, and offer, a vigor- 
ous defense for irredeemable currency are government plan- 
ners, socialists, and communists. Wherever they have control 
of a national government there one finds irredeemable cur- 
rency. Aside from the use of military force, an irredeemable 
currency provides a dictatorial government with its best means 
of obtaining costrol of a people. With such a currency, a 
government can manage and bleed the people until their 
economy is practically destroyed. It is a weapon of govern- 
ment dictatorship. An irredeemable currency and impairment 
of human freedom are natural companions. 

In Part 16 of the Senate Committee hearings (Jenner Sub- 
committee of the Committee on the Judiciary) on Interlock- 
ing Subversion in Government Departments (November, 
1953, published in 1954), p. 1182, it is stated in an official 
memorandum sumarizing statements allegedly made by Whit- 
taker Chambers that “The persons listed below . . . have 
aranged among themselves a program committing this Gov- 
, ernment to a policy in keeping with the desires of the Com- 
munist Party." Among the persons listed were those officially 
identified as Communists in the United States Treasury. They 
were all advocates of our system of irredeemable currency, and 
their influence seems to have been controlling. They recog- 
nized our system of irredeemable currency as ‘in keeping with 
the desires of the Communist Party,” and that is the monetary 
system which is now defended, protected, and fostered by 
the present Administration and by our Congress. 


WHAT FEATURES OF A BETTER MONETARY SYSTEM 
ARE DENIED OuR PEOPLE? 


Under our monetary system, which involves an irredeem- 
able currency domestically and a restricted international gold 
bullion standard in our dealing with foreign central banks 
and governments, our people are deprived of various bene- 
fits which they could and should enjoy if our currency were 
redeemable. For example: (1) our people are deprived of a 
valuable property right—those seeking safety for their savings 
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may not invest in gold or in claims to gold. (2) They have 
been deprived of a major direct power over the government's 
use of the people’s purse. (3) They are deprived of the pro- 
tection against an orgy of government spending which an 
irredeemable currency permits and invites. (4) They are sub- 
jected to the dangers of socialism or government dictatorship 
in some similar form. (5) They are involved in the risks of 
the great unsound expansions and consequent contradictions 
in business and prices made possible and invited by an irre- 
deemable currency. (6) They are subjected to the common 
agitations for, and risks of, repeated devaluations which an 
irredeemable currency invites. (7) They are made the victims 
of a diseased bloodstream in their economy. (8) They are de- 
prived of the right to exercise their dollar claims against our 
gold while such right is given foreign central banks and gov- 
ernments whose demands for gold have shown themselves to 
be much more erratic than domestic demands. (For example, 
from january, 1923, to February, 1933, inclusive, the per- 
centages of our gold exported and earmarked for foreign ac- 
count ranged from zero during the months of April to June, 
inclusive, in 1923, to 15.83 in October, 1931, whereas the 
percentages of our gold stock in domestic circulation during 
that period ranged from 1.44 in April and May, 1931, to 6.32 
in February, 1933.) (9) Our people are subjected to the dif- 
ficulties arising from the fact that all holders of dollars other 
than central banks, not domestic holders only, lack the right 
to demand their redemption in gold. (10) Our people are 
deprived of the freedom of enterprise in foreign trade and 
investment that could be had if our currency, and others, were 
freely redeemable. (11) They are deprived of the benefits of 
real internationalism which is obstructed by the use of irre- 
deemable currencies. (12) They are subjected to inaccurate 
and misleading legends—that is, promises to pay—on our 
money. (13) They live in a situation in which privilege with- 
out corresponding responsibility is granted Federal Reserve 
banks and the United States Treasury, a practice that is not 
tolerated in our body of contract law applicable to all others 
who reside in this country. (14) They are deprived of the 
privilege of living under a government that is not practicing 
moral bankruptcy in the field of money. In respect to this last 
point perhaps it should be emphasized that the use of irre- 
deemable bills of credit by a government and its authorization 
to banks to issue irredeemable promises to pay are evidence of 
fiscal or moral bankruptcy on the part of that government, and 
that since our government is not fiscally bankrupt, it follows 
that our practice constitutes a case of moral bankruptcy. 


WHAT OF THE FUTURE? 


The history of resumptions indicates that if our people are 
to be rescued from an irredcemable currency and its inherent 
disadvantages and dangers some political leader or leaders 
must emerge who can and will effect the reform. Such reform 
does not arise from a popular demand for resumption. Drug 
addicts are rescued by informed and tough doctors. Thus far 
since early 1933 we have been without such leadership in re- 
spect to rescuing our people from their addiction to the drug 
of irredeemable currency. 

Should such leadership not emerge, then our people may 
be forced to relearn a very old and oft-repeated lesson through 
a bitter experience which we should be intelligent enough to 
avoid. That lesson could appear in the form of a severe eco- 
nomic crash arising from the economic maladjustments which 
an irredeemable currency fosters or in the form of a progres- 
sive depreciation in the purchasing power of our dollar which 
it also invites. 

We are pursuing a monetary program that can lead to 
either consequence. There would appear to be little evidence 





WALTER E. SPAHR 


to support the belief or hope that, because our wholesale price 
level has been relatively steady since 1951, we are in a state 
of nice economic equilibrium; and precedents fail to suggest 
that such a steady price level is likely to continue for any 
great length of time. We had a relatively steady price level 
from 1923 to October, 1929. Then came the economic crash. 

The monetary doctrine being propounded by Treasury 
officials of this Administration is in its essentials the same as 
that of the 1920’s which ended in the catastrophe beginning 
in October, 1929. The currency is said to be sound if the 
price level is stable and the Federal budget is balanced. We 
had those conditions, 1923-1929—and, in addition, the bene- 
fits of a redeemable currency. And then came the collapse. 
Treasury pronouncements today in respect to what consti- 
tutes a sound currency and as to the meaning of a stable index 
of prices would seem to suggest that the experiences of 1923- 
1929 have no lessons of value for present key Treasury of- 
ficials. And, moreover, we are laboring today under the addi- 
tional danger inherent in an irredeemable currency. 

Still further, statements are emerging, as in the late 1920's 
to the effect that we have at last learned to overcome busi- 
ness cycles; 2nd the widespread implication is, as in the 
1920's, that since the wholesale price level has been rela- 
tively steady since 1951 that is proof of a high degree of 
economic equilibrium. 

It is also a common, but unwise, practice among us these 
days to employ a relatively few statistical items dealing with 
wealth, production, income, and so on, as indicators of the 
state of our econornic health, and to ignore the mountain 
of debt which can act as a crushing burden should the value 
of assets, profit margins, and opportunities for employment 
contract to some distressing degree. Our common use of ag- 
gregates in our statistical data contains genuine dangers be- 
cause they can, and often do, obscure or hide serious economic 
maladjustments. For example, we point to the growth in 
savings but we often or generally neglect to point, at the 
same time, to the volume of consumer and other credit out- 
standing and to face the fact that it is those in debt who can 
quickly find themselves in trouble and spread their trouble 
to others. And an index of productive activity which is com- 
pounded of activities indian production in high degree 
for destruction, waste, and death is hardly to be taken as a 
good measure of economic health. 

Those economic forecasters who appear to take it for 
granted that we have developed a sufficient number of in- 
struments of credit control, and understanding of their proper 
use, to prevent a sharp business recession or a sharp or pro- 
gressive depreciation in the purchasing oe of our dollar 
would seem to be pursuing a course that has little or no 
justification in the light of the standards of science. We 
should also remind ourselves that those economic forecasters 
who go so far as to assert that this or that “will” happen 
are operating outside the bounds of science inasmuch as 
science deals with degrees of probability and recognizes no 
law of necessity in the recurrence or continuation of any ob- 
served sequence of events. 

Furthermore, the question arises as to wherther we have 
in fact learned much in respect to the management of credit 
that was not known in 1939 when the Federal Resereve au- 
thorities issued a statement (on March 13) endorsed by 66 
monetary economists (April 10), a summary of which is 
that ‘Experience has shown . . . that (1) prices cannot be 
controlled by changes in the amount and cost of money; (2) 
the Board’s control of the amount of money is not complete 
and cannot be made complete; (3) a steady average of prices 
does not necessarily result in lasting prosperity; and (4) a 
steady level of average prices is not nearly as important to the 
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people as a fair relationship between the prices of the com- 
modities which they produce and those which they must buy.” 

Should we be compelled to face a severe economic readjust- 
ment or crash or a progressive depreciation of our dollar, the 
unanswerable question is whether our government officials 
will wdieenel sufficiently well the part played by an irre- 
deemable currency, and the pe eane it permits and invites 
—particularly monetization of Federal debt—to abandon this 
tool of the morally bankrupt or whether these officials will 
continue to misunderstand and, consequently, pursue a course 
followed by so many other countries—that is, repeated de- 
valuation of the currency. In the light of the failure of our 
government officials to reveal a good understanding of the 
lessons in the monetary field that have been observable in 
practically every country since the early 1930's, there would 
seem to be little ground for hope that our people are going 
to escape a severe catastrophe arising from the absence of 
a high order of monetary statesmanship. 


AN OMINOUS POSSIBILITY 


It seems reasonably clear that we probably shall ultimately 
be confronted with an ominous possibility pointed out in 
1920 by John Maynard Keynes in respect to Europe before 
he reversed himself and became an advocate of irredeemable 
currency and his special brand of government management of 
a people. 

Said he in his book, The Economic Consequences of the 
Peace (Harcourt, Brace, and Howe,, New York, 1920), pp. 
237-238: “They [the capitalists} allow themselves to be 
ruined and altogether undone by their own instruments, gov- 
ernments of their own making, and a — of which they 
are the proprietors. Perhaps it is historically true that no order 
of society ever perishes save by its own hand.” 

As one observes the nature of the controlling movements 
in this country and the activities of those influential people 
who have accepted and are defending an irredeemable cur- 
rency for our nation, it seems reasonable to conclude that we 
may have in fact joined the big parade into the Death Valley 
of a Governmentally-Managed Economy of which an irre- 
deemable currency is an inseparable part. 

A defender of irredeemable currency who insists that he 
is opposed to socialism or a high degree of government man- 
agement in some other form merely reveals that he does not 
recognize their connection. And since, apparently, we as a 
nation have become thoroughly addicted to the drug of irre- 
deemable currency—which is one of the most subtle, but 
potent, means by which a government obtains effective control 
of a people—there is apparently relatively little obstruction 
left to our continuing march into socialism or some similar 
variety of a governmentally-managed economy. Our capital- 
ists seem to be coming close to the course described by Keynes 
in which they are, possibly and unwittingly, preparing for the 
ultimate ruin of themselves and of this nation by instruments 
and a government of their own making, and a press of which 
they are the proprietors. 

No opponent of government despotism and no advocate of 
human freedom can be an effective defender of that freedom 
unless he first aids in the establishment of a redeemable cur- 
rency. An irredeemable currency is the natural enemy of such 
freedom; it is the companion in evil of socialism or govern- 
ment despotism in some similar form. Human freedom has 
redeemable currency as its natural and necessary companion. 


WHAT SHOULD EACH oF Us Do IF WE DESIRE A 
SOUND CURRENCY 


Each person can be expected to do what he chooses in the 
light of his understanding of, and attitude toward, the issues 
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and principles involved. Some enlightened and patriotic in- 
dividuals may have sufficient influence with top officials in 
our Federal government to be effective in behalf of a re- 
deemable currency for our people. But most individuals who 
seek a sound currency are well-grounded in respect to its 
nature probably can exercise relatively little influence in its 
behalf, acting alone. The individual without influence among 
government officials is perhaps most effective if he is a 
member of an organization which is seeking a sound currency 
for the people of the United States. The Sound Currency 
League of 1891-1901 exercised a fine and apparently effective 
influence in behalf of a gold standard which was instituted 
in 1900. The Gold Standard League, with headquarters at 
1 Lloyd Ave., Latrobe, Pennsylvania, has been trying to or- 
ganize leading citizens in the fight for redeemable currency. 
Since November, 1933, a group of monetary economists, or- 
ganized as the Economists’ National Committee on Monetary 
Policy, with headquarters at One Madison Ave., New York 
City, have been fighting steadily for a redeemable currency 
and one sound in all other major respects. Both groups, 
though separate, would compare roughly with the old Sound 
Currency League, if they were combined. It has been mem- 
bers of these two groups above all others who, in recent 
years, have carried on the fight for a sound currency for this 
nation. The only promising way, apparently, to fight for a 
sound currency in this country, aside from the use of such 


VITAL SPEECHES OF THE DAY 


influence as one may have with key government officials, is to 
aid one of, or both, these organizations which endeavor to 
persuade the pen government officials to adopt a wise course 
in the field of currency. 

As we attempt to estimate the future and to make a wise 
use of our savings, the current picture, if described accurately, 
would seem to suggest that we cannot possibly know what 
the future holds for us and that therefore we should invest 
in accordance with two opposing theories as to the future— 
one that the dollar may continue to depreciate in purchasing 
power and one that in due course we may experience a serious 
economic readjustment or collapse. This is the course of con- 
servatism—an effort to conserve our savings. The choice of 
either of the two prospects as to the future, to the exclusion 
of the other, or pursuit of the theory that we shall have stable 
prices or economic stability for a considerable period in the 
future, would seem to be a case of gambling. 


Our FUNDAMENTAL NEEDS 


The fundamental needs, among others, of this country are 
for a sound circulatory system and the opportunity for the 
forces of supply and demand, operating under conditions of 
free and fair competition, to press constantly toward that ideal 
state of affairs known as economic equilibrium. Both the 
Managerial State and irredeemable currency are enemies of 
economic equilibrium just as they are enemies of mankind. 


Government and Prices 


THE ABC’S OF WHAT MAKES PRICES 
By EZRA TAFT BENSON, Secretary of Agriculture 
Delivered at Brainerd, Minnesota, September 13, 1954 


T IS always an honor to meet and visit with a group of 
| America’s agricultural leaders. And there is a particular 
satisfaction in being invited back for a second appearance. 

So I am most happy to be here today to renew acquaintances 
within the Association of Commissioners, Secretaries and 
Directors of Agriculture, and to have the opportunity, through 
your courtesy, to say a few words to the people of Minnesota. 

It was in this great State of dairying and diversified farming 
that I had the privilege of making one of my first appearances 
as Secretary of Agriculture. That was in February of last year. 
Many of you will recall that there were some prophets of doom 
who attempted to make political hay because I told farmers the 
truth as I saw it. 

Since that time, we have gone through one of the most 
extensive reviews and discussions of agricultural policy ever 
undertaken. Some of this discussion also centered around 
politics. However, as we look back over the record of the 83rd 
Congress on agriculture we find too much emphasis generally 
placed on disagreement and not enough on the great advances 
brought about through united action. Let us take a brief look 
at the forest rather than just a few trees. 

Among some of the major accomplishments on behalf of 
agriculture are: 

1. The authorization for construction of the St. Lawrence 
Seaway, with far-reaching benefits for this productive 
farming area. After 30 years of discussion, this project 
has finally been brought near reality to provide lower 
transportation rates and cheaper electric power for agricul- 
ture and industry. It is an outstanding victory for Min- 
nesota. 


2. Increased appropriations to broaden research, education 
and soil conservation programs and to expand farm-to- 
market roads. The importance of increased research and 
education cannot be over-emphazied, for therein lies the 
permanent progress of agriculture. In 1955 we are devot- 
ing 20 million dollars more for this important work than 
in 1954. 

3. The watershed development act and amendments to the 
water facilities act which will permit greater farmer parti- 
cipation in these programs. 

4. The Trade Delevopment Act which provides for use of $1 
billion dollars worth of American farm commodities to 
expand foreign outlets. 

5. Amendments to the Farm Tenant Act which would autho- 
rize more insured loans. 

6. A $15 million emergency credit program, administered by 
Farmers Home Administration. 

7. A revision of the Internal Revenue Act which permits 
farmers to charge off for income tax purposes costs of 
certain soil conservation practices which were not pre- 
viously deductible. 

8. Income tax and excise tax reductions, made possible by 
greatly reduced federal expenditures, have benefited 
farmers as well as all other taxpayers. 

9. Creation of the Farm Credit Administration as an indepen- 
dent agency, a step urged by farm organizations since 
1939. 

10. Reorganization of the Department of Agriculture to achi- 
eve both economy and greater operating efficiency. 

11. Social Security coverage for approximately five and a half 
million farm workers not previously protected by the act. 
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These are all solid accomplishments which advance the cause 
of agriculture and help e this Nation better for all of our 
citizens. In addition, the Congress enacted the agricultural act 
of 1954. There are many provisions of this act upon which 
there was broad agreement. 

The law authorizes the set-aside of up to two and a half 
billion dollars worth of surplus commodities in a special reserve 
to take some of the pressure off of current farm markets. It 
encourages greater production by the domestic wool industry. 
It continues the soil conservation program for two years. It 
transfers agricultural attaches in our Embassies to the Depart- 
ment of Agriculture so they can be used in the promotion of 
foreign markets. It provides increased authority for channeling 
our dairy surpluses to consumers. 

Only on the issue of price supports was there any significant 
disagreement. Even on this point the issue was mainly one of 
principle, as under the act the support level will be high in 
1955 and remain high in future years when production is held 
in line with our domestic and foreign needs. From the Admin- 
istration’s point of view, the important thing is that the sup- 
ports will no longer be rigid but flexible. This means that for 
the five commodities affected,price will be permitted to resume 
more of its normal economic role. 

That is one of the things I want to talk about today—the 
fundamentals of price. Economics generally has a reputation 
of being the dullest and most dismal subject known to man. 
However, the forces that make price are really quite fascinating. 
They also are numerous and complex, and they combine them- 
selves in innumerable ways. 

A farmer ships his hogs to market, consigning them to a 
commission man or his cooperative. A day later a check comes 
back; the hogs sold for $21 per hundred pounds. Why $21 ? 
Why not $22, or $20? Why not $24, like last year? The hogs 
were just as good! 

Another farmer takes his wheat to the country elevator. The 
elevator man checks the latest quotation from the grain ex- 
change and pays the farmer $2.00 per bushel. Why that price? 
What do the shouting, gesticulating men in the grain exchange, 
500 miles away, have te do with the price of wheat in Kansas 
or Minnesota ? 

Why do potatoes now bring $1.50 per bushel, when five 
months earlier equally good potatoes were being dumped ? 

Why does the elevator man name the price when a farmer 
sells, and the hardware dealer name the price when the farmer 
buys? Why does the farmer never get a chance to name a 
price? 

To many people, the forces that make prices are shrouded 
in mystery. When little is known, much is suspected. 

Undeniably, the forces that make prices are many and varied 
and impossible of accurate measurement. 

Ore tabulation I have seen listed sixty different causes for 
price changes, each of which has a certain basis in fact and 
logic. Among them are supply, consumer income, consumer 
preference, speculation, monopoly, and a host of others. 

Being human, we desire simple explanations for complex 
things. 

What simpler explanation could there be than that farm 
prices are made in Washington? And by this same type of 
thinking ; if prices are considered too low, what simpler remedy 
is there than to ask that a law be passed, making them higher 
to help the farmer; or have price control to hold down prices 
to please the city dweller? 

The evidence of strong governmental power confronts us 
on every hand. The government can declare war, it can levy 
taxes, it can deprive a man of his liberty and even of his life. 
Surely, a government, if resolute, should be able to name a 
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price for wheat, let us say, and then see that this price prevails! 
But the forces that make prices are werful, elusive and per- 
sistent. They are not easily thwarted by an Act of Congress 
nor by a gare of the Secretary of Agriculture. Prices 
can be influenced by legislation, it is true. But this can be no 
simple explanation or remedy for the behavior of farm prices. 
I would like to repeat that thought for emphasis: No simple 
explanation or remedy for the behavior of farm prices can be 
found in legislation. 
The idea that farm prices are made in Washington contains 
d rather convincing but enough untruth 
to be dangerous. So I would like to discuss the issue of price 
free from prejudice, half-truths or innuendo. It is high time 
we all take a good look at the ABC’s of what makes prices. 


Actually, ma:..et prices adhere to a set of principles. They 
are not blind forces, they have a purpose. Their purpose is to 
give guidance to the production, distribution, and consumption 
of farm products. Let us see how this system functions. 

One function of price is to guide production. If the price 
of soybeans should rise as compared with oats, midwestern 
farmers would increase their acreage of soybeans. If the price 
of potatoes should fall as compared with alternative crops, the 
acreage of potatoes would decline. Through prices, the con- 
sumer sends a telegram to the farmers, indicating a desire for 
more of one product and less of another. 

Did Mrs. Housewife buy that rib roast in the meat counter? 
If she did, she contributed her small upward influence to price, 
and told the farmers to feed more cattle. Did she pass by the 
pork chops? If so, she voted for a lower price. And good 
farmers will in due course heed these admonitions. 

Price guides distribution. Milk goes into the bottle, into 
the churn or into the evaporating vat, depending on relative 
prices. Eggs are diverted from one market to another in re- 
spone to a price differential of a cent a dozen. Relative prices 
are the means by which the food trade learns whether the 
housewife prefers a product in May or December, whether 
she wants her vegetables fresh, frozen, canned or dried. 

Price also guides consumption. Many people would like to 
eat T-bone steaks and consume strawberries out of season. But 
there are not enough of these products fully to satisfy the wants 
of all. Hence they are rationed by prices. If the T-bone is too 
high, the housewife buys hamburger. If strawberries are too 
high, she buys canned fruit. 

In a system of market prices, 162 million people serve on the 
committee that determines price. They cast their ballots in the 
market place in a system of economi. . -mocracy. 

What happens if, by law, the price . established above the 
free market level? Consumption is decreased, and production 
is stimulated. Surplus follows, quickly in the case of some 
products and ultimately for all. There may not have been a 
surplus to begin with, but if the price is set above the market 
level, surplus follows as surely as the night follows the day. 
Then come surplus disposal and eventually restricted produc- 
tion. These may not have been contemplated when the price 
was boosted but they are an unavoidable part of the package. 

Suppose that prices, by law, are held below the market 
level. The sources of supply dry up. Hence a shortage is created. 
We saw this under O.P.A. and O.P.S. Then must follow 
rationing to dole out the dwindling stocks, and subsidies to 
stimulate lagging producation. Rationing and subsidies may 
not have been contemplated when the price ceilings were put 
into effect but they are inevitable. Price ceilings, rationing and 
subsidies are the three-legged stool of an economy which 
endeavors to hold prices below the market level, just as price 
supports, surplus disposal and production controls are a sloes 
legged stool holding prices at high, artificial levels. 
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This is not to say that all this is bad. This does not mean 
that the farmer is left helpless, subject to all the vargaries of 
a completely free market. On the contrary, we in the Depart- 
ment have a newly forged tool to help farmers help them- 
selves. Indeed, the recommendations we made to the Congress 
contemplated the use of price supports, surplus disposal and 
production control. The law as passed provides for their use 
and we intend to employ them. If the levels of support are 
flexible, then help can be given when needed, the market will 
function, and the burden of control will be tolerable. If the 
levels of support are high and rigid, then the market cannot 
function. Instead the government becomes the market, costs 
mount, surpluses increase, and controls become intolerable. 

The point is that we should place on our free institutions 
only those burdens which it is capable of bearing. To load our 
free institutions more heavily than this would mean that the 
government would become the market rather than support the 
market 
' If we will not let the market price system function, we musi 
then move in with controls and regulate production, distribu- 
tion and consumption—we must do by force the things that 
otherwise would have been done voluntarily. 

There are undoubtedly times and places when added price 
stability is worth all it would cost in stiffer controls. But I am 
convinced that to shackle price altogther, permanently and 
at a high level, means—in peacetime—more controls than our 
farmers will tolerate and eventually the loss of their freedom. 

Operating in the main under a system of market prices and 
with free choice for producers and consumers, the American 
productive plant has turned out an abundance of goods unex- 
celled at any time in history or any spot in geography, and 
more widely distributed than has been possible elsewhere. 

Is this system perfect? No, far from it! 

Sometimes the price system works too slowly. Sometimes 
it works too rapidly. Knowledge is imperfect. Sometimes people 
do not understand what the price system is trying to tell them. 
Sonietimes, through the price system they mistakenly issue re- 
quests which they later do not wish fulfilled. 

The market price system is vulnerable to inflation and 
deflation. 

During the thirties the system came near to a breakdown, and 
agricultural legislation was passed, to modity its operation. 
This was a bipartisan effort. Despite some early errors, it was 
a constructive and helpful venture. The board objective was to 
prune the tree instead of uprooting it and to repair the func- 
tioning of the market price system, so that it might be preserved. 

But the high objectives of those early days gradually wore 
off. Preference was given to certain commodities. Production 
restrictions, which should go hand in hand with price support, 
were relaxed, and the system was run with the use of the 
accelerator but not the brakes. Drought and wartime inflation 
boosted prices above the support level and advocates of high 
price supports quickly claimed credit in the name of the pro- 
gram. Over and over it was dinned into farmers’ ears that farm 
prices were made in Washington, that wartime prosperity re- 
sulted from price supports, and that the program on the six 
basic comeihian stabilized all of agriculture. 

Here was a new and wonderful explanation of farm prices. 
They were made in Washington! This was simple enough so 
that anyone could understand it, and convincing enough so 
that many farmers believed it. 

What were the consequences of this fractional truth? 

Farmers looked more and more to Washington, and less 
and less to their own resources. 

As price supports were boosted higher and higher, more and 
more production controls were encountered. Farmers began 
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to discover that if they were to have high price supports, which 
they liked, they must also have production controls, which 
they did not like. 

Income from the program was channeled mainly to the large 
scale operators. The disparity of income within agriculture was 
widened. 

Supplies accumulated and overhung the market. Prices were 
depressed far below support levels. 

Farmers were led to believe that they were entitled to govern- 
ment checks, not because they needed help and not because 
they had performed any special serivce but just because they 
were farrners. 

The depression vanished, and with it the original reason for 
price supports. War came. A new purpose was found for high 
price supports—increased production—and supports were 
raised. Then the War was over and high production no longer 
required. Production incentives, however, were continued and 
output remained high. 

What was the experience, over the years, in substituting this 
political package for a system of market prices? 

It was found that we got some things we had not bargained 
for, and failed to get some of the things for which we had 
hoped. The regimented system, like a completely free market, 
has its shortcomings. 

The regulated system sometime works too slowly, and some- 
times too rapidly. Adminstrative rulings sometimes achieve, in 
one leap, changes which a free price system would make slowly 
—and with less disturbance—over a period of years. 

It is not clear that regulation really decreases uncertainty. 
One brand of uncertainty is substituted for another. The un- 
certainty of administrative rulings is substituted for the un- 
certainty of interacting supply and demand. 

No one person, and no group of administrators, however 
expert, can know everything. In fact, there is much reason to 
believe that on most matters the aggregate judgment of 162 
million Americans is superior to the judgment of one man, or 
half a dozen men. And suppose an error is made, as in over- 
pricing or underpricing an article, or producing too much or 
too little? The public, operating in a free market, will correct 
the error at the first opportunity, without regard to previous 
decisions; an adminstrator is slow to admit that an error has 
been made, and slower still to correct it. 

In 1952 a decision was made that there should be all-out 
production of food and fiber. Such production was encouraged 
through exhortation and the suspension of acreage restrictions. 
This was an error, and it has been to some extent responsible 
for our current excessive reserves. The market price system 
would have been less likely to make such an error, and would 
have been quicker to correct it. 

While some regulations may be designed to reward people 
equally, it does not necessarily follow that this is equity. Cutting 
back corn acreage 15 percent for — all farms in a given 
county may meet the test of equal treatment, but it is not equit- 
able. What of the fellow who has already made an adjustment, 
and is following good land use practices? What of the fellow 
who deliberately built a big corn base, in anticipation of allot- 
ments ? , 

Besides all this, there is grave doubt that regulations regard- 
ing prices and production can be really effective with the 
degree of regimentation which the American people will toler- 
ate. Despite the efforts to reduce waist gaduning. in- 
creased fertilization and better cultural practices will be adopted 
on the restricted acreage. 

The 83rd Congress restored price supports to their proper 
role—that of improving the stability of farm prices without 
providing incentives for excess production. 
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The Congress acted to restore the principles of freedom and 
responsibility as cornerstones of agricultural policy. Controls 
there will be, but these will be the minimum controls which 
are consistent with reasonable price objectives. 

The Congress sought to improve the functioning of market 
prices, and they went at the task with a wrench, not a sledge 
hammer. 

The most significant thing about the Agricultural Act of 
1954 is that it marks a change in direction. The rapid drift to- 
ward a regimented agriculture has been checked. A new direc- 
tion has been set, toward greater responsibility and freedom for 
agriculture. 

There is another field close to your hearts in which we also 
are seeking to bring about a change in direction. As you know, 
on the whole broad subject of federal-state relationships, we are 
beginning to move toward greater responsibility by the states 
in some areas where the federal government has assumed a 
predominant role in recent years. At the Niagara Falls meeting 
a year ago, I emphazied that the federal end of the federal- 
state partnership had grown disproportionately. I said then: 


‘Now the balance is about to shift. We want to get back to 
proper relationships. The present Administration in Wash- 
ington, taking its instructions from the voting public, is 
determined that the trend toward bigger and bigger federal 


government shall be reversed.” 


As a result of that determination, during the first 17 months 
of this new Administration, federal spending was reduced $12 
billion below the level planned by the preceding Administra- 
tion. Federal taxes for this year alone are being reduced to the 
extent of $7.4 billion. 


Obviously, it is impossible for the federal government to 
undertake such retrenchment without eliminating some frills 
and curtailing certain programs. I do not believe we have halted 
any essential programs or crippled any undertakings which 
were clearly in the public interest. As you know, by far the great- 
est part of the federal budget goes for national defense. In the 
present state of world affairs, it seems inevitable that our out- 
lays in this field will remain large in the foreseeable future. 


Because of these heavy, fixed commitments for defense, the 
federal government may have to call upon the states to assume 
more of the burden for some other programs. In fact, I am 
convinced that the states can do a better and more efficient job 
in many cases. When both the financing and administration 
of a program are at the local level, there is closer supervision 
and greater determination to obtain more for the money. 


A dollar just can’t make a round trip to Washington with- 
out losing a considerable amount of fat. 


In the field of drought aid we have cooperated closely with 
the state governments. Today this program is operating in more 
than 300 counties in eight states. Although the federal govern- 
ment has continued to assume most of the responsibility for pro- 
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viding credit through the Farmers Home Administration, the 
operation of the hay distribution program has been turned 
over largely to the states. The Department of Agriculture 
shares in the payment of hay transportation costs. 

During the last year the school lunch program has been 
expanded to incude 10 million children without any increase 
in the expenditure of federal funds. State and local govern- 
ments have cooperated in assuming part of the cost of making 
this program available to the greatest number of school children 
in history. The best of nourishment for our finest crop—our 
children—the citizens of tomorrow. 

In his message to Congress of July, 1953, President Eisen- 
hower called for the strengthening of local programs of agri- 
cultural conservation and upstream flood prevention work. In 
our reorganization of the Soil Conservation Service late last 
year, greater responsibility for direction of local conservation 
programs was placed at the state level. The watershed develop- 
ment act presently passed by Congress will enlarge local par- 
ticipation in conservation work. 


Research offers the soundest approach to many of our major 
pe posaery st putnam: This Administration is carrying forward 
an expanded program in that direction. Additional funds were 
provided in the form of federal grants to state experimental 
stations. 

The problems of many farmers throughout the Nation are 
as different as the climates in which they live and the i 
which they grow. The dairy farmer in Minnesota has far 
different needs and interests than the citrus grower in Florida. 
The rancher in New Mexico is confronted with problems 
quite unlike those facing the potato producer in Maine. 


A program which could be of great help to one farmer 
might be meaningless to another. It seems to me that people 
locally know their problems better than someone in Wash- 
ington. For that reason it is logical that more research, more 
marketing studies, more conservation work be planned and car- 
ried out by local governments and groups. 

Another important reason for the local approach to more 
of our problems is the fact that wherever the federal govern- 
ment supplies the greater part of the financial contribution to 
a given project that same federal government also insists upon 
exercising a large degree of control. Some of our cooperative 
programs certainly should be directed by the states. We have 
reduced federal contributions in certain instances with the objec- 
tive of encouraging local control. 

I hope that in discussions with my associates during this 
convention some additional progress can be made toward agree- 
ments on practical methods of strengthening federal-state re- 
lations. 

I invite your continued cooperation, your counsel and your 
advice. The Department of Agriculture belongs to the people 
and we want to make it just as efficient and effective as possible. 


God grant us the vision and the courage to achieve this goal. 
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Administration’s Policy 


DIFFERENCES OF OPINION SHOULD NOT AFFECT CORDIAL RELATIONS 


By DWIGHT D. EISENHOWER, President of the United States 
Delivered before the annual convention of the American Federation of Labor, Los Angeles, California, 
September 24, 1954 


RESIDENT Meaney and my fellow Americans: I hope 
Pp you allow me to say first that when I hear any meeting 

or convention, a session of a convention, open with a 
beautiful invocation and such a rendering of the Star-Spangled 
Banner, you do something to the emotions of an old soldier's 
heart that leaves him a little bit speechless. 

There are a number of reasons why I am delighted to be 
with you. The first is this: I would like to ask you a great 
favor, that as the elected representative of a tremendous body 
of organized labor in this country each of you will convey 
to those groups which you represent my very best wishes, 
my warm greetings as great Americans. 

I recognize, as well as anyone else, that it is those people 
whose heads and hearts and hands have created so much of 
the wealth of this country and have done so much to give 
us the country of such great resources that all of us enjoy, 
so that I as an individual dedicated to the welfare of one 
hundred and sixty million people certainly include all of 
that great group exactly as I include every other group in 
my contemplations, my studies and the plans that I try to 
make for this country. 

I can read and I do read in the papers that there are 
certain things in which this group as a body doesn’t approve 
of that I do. They don’t approve of some of the things 
apparently that I believe. I think that doesn’t affect at all 
personal friendships, and in this room there are numbers of 
8s who have been in my office and we have had very 
cordial relationships, in spite of any differences of opinions. 
So, of course, I know that you respect my attitude to think 
that possibly you are a bit wrong occasionally just as you 
think I am wrong. And that hasn't anything to do with 
what we may say to each other. 


ANTI-RED STAND 


Another reason I should mention for being pleased to be 
here this morning is that I understand that by tradition, by 
history you are completely and absolutely nonpolitical. 1 
can’t tell you what a relief it is to me to address an audience 
where there is nothing political expected of me one way or 
the other. 

There is one place where I know we agree in one specific 
and concrete objective and purpose, and one where I think 
it is not out of place for me in my present office even to 
say I should like to commend the American Federation of 
Labor. Your history of absolute opposition to communism 
in all its forms, in whatever way it may pose its threat, is 
to me a heartening thing, and at least in that we are one, 
and I am certain there is no difference possible between us. 

I think most of you know of the efforts we have made 
through new legislation, enforcing old legislation, strengthen- 
ing of support for the F. B. I. and for the Department of 
Justice whereby we are doing our part daily and hourly in 
uprooting any possible trace of this terrible conspiracy that 
we can find in our country. I assure you that to this body 
we look always in that respect for support in doing that 
and at the same time that we protect absolutely and with 
all our might every Constitutional right of every individual 
that lives in this country. 


I think there are a couple of other things on which we 
agree. I don’t believe that you would want me to do any- 
thing to start up again the war in Korea and start the casualty 
list. I don’t believe you would want me to oppose the Social 
Security expansion and extension of benefits which we have 
tried to put over. I am certain you wouldn’t want me to 
raise taxes again and I am certain you wouldn’t want me to 
increase governmental costs. 

Now, I just point out as we go along that there is not 
everything that we are differing about. There are some 
few thing», I think, that as Americans we can all get behind. 

I have no objection whatever, of course, to listening care- 
fully—and I have listened carefully and I think there are 
numbers of people here that will testify to that effect—I 
have listened carefully to the measures that some of the people, 
either individually or as an organization, believe should be 
done about meeting obvious soft spots in our economy. And 
there are such, and anyone would be idiotic to deny it. But 
the only thing I can say is that with the complexities of 
government at home and abroad, we are trying to meet all 
of these situations as Abraham Lincoln said it: “As God 
gives us wisdom to see the right.” 

Now, there is nothing sacrosanct about any views that I 
hold, and I have never so stated. So I just want to say 
this: the views of this convention will be studied, and thor- 
oughly and sympathetically considered, just as will the views 
of every other great group of Americans that compare with 
it. ' 

TAFT-HARTLEY ACT 

I know that at times we seem to like issues more than 
reforms and advancement. I saw I was challenged in one 
paper as to what I was going to say to this convention 
about my failure to redeem my pledge to get away from the 
union-busting provisions in the Taft-Hartley Act. Well, I 
can only say this: I regret that failure. If this were not a 
completely nonpolitical meeting, I would point out that a 


solid Democratic vote in the Senate of the United States 
defeated me. But that is political and I shouldn't state that 
belief. 


I am going to recommend to get rid of that provision. 
I also recommended and stated that I would recommend 
measures for making certain that people in organized labor 
were not compelled to take an oath they were anti-Com- 
munist, particularly when no one else had to do so. I 
think that is completely un-American. I will do my best 
to get rid of it. If I have to, I will resort in order to 
redeem my promises—and certainly I hope that there is no 
one that can say I have not made every effort that I know 
how to make in order to redeem any pledge I have ever 
made to any individual in this world as a group and as an 
individual—if necessary I will take those two and put them 
in one special package by themselves in order that I can 
say to you I kept that promise. 


AGAINST GOVERNMENT MONOPOLY 


Now, you people, I know, are against vested interests, 
and so am I. I want to say just one thing—one of my 
special jobs is to see that the Federal Government does not 
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establish such monopolies over our. lives, such directive power 
in our communities and in our States that it becomes the 
greatest vested interest of all, an} finally as an instrument 
for attacking the individual liberties of each one of us. One 
of my tasks is to do just that. 

I have tried time and again to find a short way of stating 
the policy of an Administration which has to deal with the 
most complex, the most world-wide problems that it is pos- 
sible to conceive of in this day and time. Just the welfare, 
the local welfare of 160,000,000 people is certainly enough 
to tax the ingenuity of the greatest Administration that 
could be put together. But when you take that and while 
you are trying to do that, you study all of the interplay of 
trade and old prejudices and hatreds and every kind of an- 
tagonism between the nations of the world, many of which 
we must stay close to if we are to exist as a prosperous 
nation, then it becomes extremely complex. So it is not a 
simple thing to state the policy of the Administration. But 
I do believe this, while an aphorism, a generality does express 
our hope, it is in everything where the Government deals 
with the individual human, be he great or be he small, or 
be he black or white, or whatever his race or religion, to be 
human, to be sympathetic, to be understanding and do our 
best to help him. And when the Government deals with 
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the economy of all the people and that man’s pocketbook and 
his money and his taxes, then by all means to be conserva- 
tive. 
I have searched for ways in which I could state a do- 
mestic policy briefly, and I think if you will take this, cut 
it to pieces, criticize it, put it back together, I do believe 
it represents what is in the hearts of the Administration you 
now have in Washington. 

Now, there is one other thing and this I am sure. There 
is no way of my proving it and therefore my statement must 
either be rejected or accepted on faith. I promised in 1952 
that I earnestly and consistently and persistently try to be 
a friend of every man who works with his hands. I need 
not remind you—I think most of you know it—that I was 
a very hard worker. Maybe I have told you. My last work- 
year before I went to West Point was fifty-two weeks with 
each eighty-four hours, and not one hour off. So I have 
a very great comprehension of what organized labor has 
done for this country. I respect it; I admire them for it. 
And, in spite of these differences to which I réfer, I am not 
only friendly to that group, but to my mind they are part, 
a great part of the United States of America, and everything 
in these United States of America engages my attention and 
my heart every single second of my life. Thank you. 


A Struggle to the Death with the Communists 


STOP INVESTIGATING THE INVESTIGATORS 
By ROY M. COHN, Former Chief Counsel of the McCarthy Committee 
Delivered to the Executives’ Club, Chicago, Illinois, September 10, 1954 


looking me over, and all that, I sort of felt as though 
I was going to be sold at auction here today. 

I might say that I am very happy to be in this city, and 
honored at your invitation. Since the events of last night, I 
am even happier to be here than I would be under ordinary 
circumstances. 

Yesterday afternoon I finished up a little early, and took 
off an hour to go and see my favorite team, the next world 
champions, the New York Giants, beat the team known as 
the Chicago Cubs, up at the Polo Grounds. (That was the 
first game.) When I got home, there was a message for me 
from Senator Watkins that he wanted me to come down to 
Washington at one o'clock today and talk to him and the com- 
mittee in private session, and possibly in public session. I 
explained to Senator Watkins Ps this engagement here in 
Chicago, which had been made some time ago. I told him I 
had assured those in charge that even an act of God could not 
prevent me from being here, and he was kind enough to say 
that I should come ahead, so, as I say, I am doubly glad to be 
here, speaking and saying things, instead of being asked what 
I am sure would be much tougher questions down in Wash- 
ington. 

When I accepted your invitation, I was a little apprehensive 
lest you might expect too much of me, as did everyone through- 
out the country follow with great interest the address which 
Attorney General Brownell made here at The Executives’ Club, 
with the ensuing controversy. It would seem to me that every 
speaker who succeeded him before this Club probably racked 
his brain to think of what he could say that would touch off 
a controversy that would at least equal the Attorney General's 
mark, and possibly surpass it. I might say that I have a num- 
ber of friends who will tell you that starting such a contro- 


W ico I heard Mr. Stipp begin his introduction about 


versy would be right up my alley, but I want to assure you 
here today that what I have been through in Washington for 
a period of months—as you probably saw on television—is 
quite enough to hold me for a considerable period of time, 
so I'm afraid we're going to have to leave this particular phase 
of the meeting on the note that The Executives’ Club saw 
Attorney General Brownell just before he entered the lion’s 
den, and, conversely, The Executives’ Club today is viewing, 
perhaps, the tattered remnants of one who has just walked out 
the other side of the lion’s den. 

I feel there are very few fields concerning which I would 
have the audacity to speak, particularly before an assemblage 
as distinguished as this, composed of men of success, wisdom 
and experience, (which I am very sure I don’t have) but there 
is one field with which I have had a close connection during 
the past few years, and | make bold enough to speak of that. 
That, of course, is the field of the Communist problem in the 
United States of America. 

I gained the knowledge I have of that problem during my 
days in the Justice Department, when I was a prosecutor there 
of such cases as the Rosenberg case, the Remington case and 
others. I might say with reference to the Remington case that 
I am very happy to see in the audience here today Mr. Ed 
Locke, cne of your distinguished members, who performed a 
great public service as a witness for the government in both of 
the Remington trials. 


A DEATH STRUGGLE 


In that case, and the Rosenberg case, and the trial of the 
first- and second-string Communist leaders, I had to learn 
a new language, what has been called an Aesopian language, 
the language of Communists, because they speak a language 


which is different from ours. 
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I had to read a good deal. I had to read the writings of 
Marx, Lenin and Stalin to find out the key to this code which 
they used, this new language which so deeply affects all of 
our lives today. 

I found out the following things. I found that we are not 
fighting in the world today against one country, Russia. We 
are fighting a worldwide conspiracy. We are fighting not one 
country but a worldwide movement fhich is dedicated to the 
destruction of every free country in the world, and which has 
as its one and only goal a Communist world, and that means 
a world every inch of which is in the Communist column. 

I found that in seeking to achieve this goal, the Communists 
would not be bound by the normal rules of fair play. They 
would not follow the Marquis of Queensbury rules. They 
would use every foul, illegal, lying method that has ever been 
known to mankind, and a few which we have never before 
seen, and through the use of those methods, through infiltra- 
tion from within, the Communists are dedicated—as indicated 
in the writings of their leaders, Marx, Lenin and Stalin—to 
the conquest of the entire universe. 

The blueprint of the Communist plan is set forth in books 
such as “ Foundations of Leninism’’ and “State and Revolu- 
tion” just as clearly as was Hitler's blueprint for world con- 
quest set forth in ‘‘Mein Kampf.” These writings of Marx, 
Lenin and Stalin make it crystal-clear that peaceful co-existence 
with the Communists is impossible. It is a peace of wishful 
thinking, and an unrealistic dream on the part of certain states- 
men throughout the world. It can never happen; it will never 
happen. We are in a struggle to the death with the Com- 
munists now. 

After I read these works, and learned this new language, 
or as much about it as I could, I then looked at the world 
around me, and saw that these theories which were just theories 
30 or 40 years ago have been translated into action, to the 
point that the Communists today contro! almost one-half of the 
world. With the downfall of China, Indochina and other 
territorial gains, the Communists have been winning, winning, 
winning, and we have been losing all the way through. 

On top of that, I realized that the Communists have the 
atom bomb, which they stole from us; they have the hydrogen 
bomb; they have our defensive mechanisms against the atom 
bomb and the hydrogen bomb. They have our radar secrets 
from Fort Monmouth and other similar establishments, and 
they have the will to use all of these weapons and to use them 
without any regard to morality. 


FREEDOM IN PERIL 

This presented to me—and, I think, to any thinking per- 
son—a situation which spelled nothing short of the most peril- 
ous one for the continued existence of this free country. That 
is why—even through a Democrat—I hesitated not at all 
before I agreed to become counsel to the Senate investigation 
subcommittee under a Republican Congress, of which the 
chairman, of course, is Senator McCarthy, very much a Republi- 
can. I did it because I believed then, and I believe now, that 
loyalty to one’s country must be above politics, and because I 
believed then, and I believe as firmly now, that partisan poli- 
tics has no place in the fight against atheistic Communism in 
this country. 

I have had the unique opportunity of being in this fight 
both in the executive pnd in the Department of Justice, 
and in the legislative branch. That is why I am always in- 
terested in the argument that is made, that we don’t need Con- 
gressional committees—let the FBI do it, let the Executive 
Department do it. 

How did it work in both places? I can tell you that neither 
can do it without the help of the other. 


VITAL SPEECHES OF THE DAY 


CONGRESSIONAL COMMITTEES INDISPENSABLE 


There is a great misconception as to the function of the 
FBI which goes as far as the floor of the United States Senate. 
All that the FBI can do is investigate, gather the facts, and 
report in secret. Once the FBI finds out that X is a Com- 
munist, or a spy, the FBI can merely transmit that information 
to the head of the agency where X happens to work. If the 
head of the agency throws that report in the waste basket, 
that ends the matter. The FBI is silenced; it can say nothing ; 
it can do nothing. It has no subpoena power, it has no access 
to the American public, and a Communist or spy will remain 
in his job in a defense plant or in a government agency unless 
and until a Congressional committee comes along, because 
Congressional committees have the power of subpoena, they 
have the right to hold public hearings, and to call these things 
to the attention of the American public. I think they have 
been given those powers with this very purpose in mind, the 
purpose of acting as a watchdog on executive incompetence 
and on executive bearing in situations covering up or situations 
concerning Communism, spying, inefficiency and lack of 
economy. 

Thus history shows us that without Congressional com- 
mittees, the Alger Hiss case would be a mystery to this day. 
It shows us that William Remington would not be in jail as 
of this moment were it not for an investigation conducted by 
a Congressional committee. And, to bring it up more recently, 
the Edward Rothschild case in the Government Printing Office 
would have been left in obscurity were it not for the work of 
the McCarthy Committee and Senator McCarthy. 

There was a man in a key place, in the Government Printing 
Office, with access to secret documents from virtually all gov- 
ernment agencies, concerning whom the FBI had submitted 
over 40 reports naming him a Communist and a man who had 
been lifting documents out of his place in the Government 
Printing Office, but he remained there until a Congressional 
Committee came along and picked up where the FBI was forced 
to stop, and turned the public spotlight on the situation. 

We have the same thing in the case of a woman named 
Doris Walters Power, who was working as a civilian employee 
of the Army up until less than a year ago. This woman had 
actually been the secretary to a man who had been a member 
of the National Committee of the Communist Party. She had 
gone to a Communist leadership school. But in spite of that, 
as of the fall of 1953, she was still working for the Quarter- 
master Corps of the Army in a civilian post, and she remained 
there until the McCarthy Committee went into the case, called 
her, she claimned Fifth Amendment immunity as to her 
membership in the Communist Party in 1949, and was sus- 
pended thereafter. So Congressional committees are absolutely 
indispensable. 


METHODS 


Now, we hear a lot of people who say, “Yes, but I don’t 
like their methods. I don't like the way they go about things.” 
I always counter by asking, “Well, what don’t you like about 
their methods? What is wrong?” : 

The usual reponse which I get is, “Well, innocent people 
are accused, innocent people are smeared.” Now, I might say 
this, that it is perfectably conceivable that innocent ple 
could be accused and could be called as witnesses, and I. see 
nothing out of the ordinary in that if you view our entire 
system of justice, because—Just look at this for a moment. 

It is perfectly possible for circumstantial evidence and in- 
direct evidence to point to a certain individual as to Com- 
munist or spying activity, and it is possible that after the in- 
dividual has been called and been given an opportunity to 
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explain the . situation, after other witnesses are heard, 
it might conceivably develop that the accusation was not well 
oe oy Now, that could happen before a Congressional 
committee, but it also happens every day in the week in our 
courts of law, and before our grand juries. 

With our grand jury system, the grand juries indict people, 
accuse them of a crime, the indictments are published, peo- 
ple are given adverse publicity, and they are tried. Frequently 
or in most cases, they are convicted, but in some cases the 
accusation is not sustained and they are acquitted ; they are set 
free. I hear no cry to abolish the grand jury system, to cen- 
sor the grand jurors, or put them in jail. Because of the fact 
that there is no such thing as truth to a mathematical certainty, 
I certainly can’t see where there is any foundation for the 
argument. 

Take it one step further. It has happened in our civiliza- 
tion—and in every civilization—that people who turn out to 
be innocent are very rarely (fortunately) actually convicted by 
a jury and a judge and sent to jail. When such a thing is dis- 
covered, we correct it as fast as we can, and we make amends 
as best we can. But I have heard no one state that we should 
abolish our entire system of justice, that we should put the 
members of our juries in jail, and that we should censor our 
judges. Exactly the same thing could happen in the case of a 
Congressional committee. An it seems to me the analogy holds 
perfectly true. 


UNWARRANTED DENUNCIATION 

We must improve methods, and constantly be on guard. 
This talk about the abolition of Congressional committees, and 
these wholesale, sweeping denunciations of them are wholly 
unwarranted, in my opinion. 

And I want to go one step further. You will find that the 
record of Congressional committees is innocent insofar as ac- 
cusations against people who turn out to be innocent are con- 
cerned. I might say that the record is so good that I have yet 
to have anyone name to me a person accused of being a Com- 
munist who, it turned out, was not. 

I used to have people taik to me about the Annie Lee Moss’ 
case. I don’t any more, since the Army suspended her on 
security grounds. 

Now, the reason is this: the reason is that the Congressional 
committees are very careful in their methods and procedures. 
They give the witnesses rights which witnesses do not have in 
courts of law. For example, before the McCarthy Committee, 
every witness has the right to have beside him at all times, in 
closed or open session, his lawyer, to advise and counsel with 
him as he sees fit. A witness in court does not have that right. 
Furthermore, a witness is entitled to make a full statement of 
his views; a witness in a court of law does not have that right. 

And the use of executive sessions is of very great benefit. 
That means that hundreds of people during the past year were 
called by the McCarthy Committee, the proof against them 
was demonstrated to them, and when they were able satis- 
factorily to explain it, they were never called in public. Their 
names were never made public. Many people prominent in 
the American scene came before the committee in complete 
secrecy, explaining their situation satisfactorily, and no one 
knows to this day that they were ever called. So Congressional 
methods are not half as bad as a lot of people would let you 
believe. 

And I might say this, that a lot of the propaganda against 
Congressional committees which have been fighting Com- 
munists stems directly from the Daily Worker and other 
Communist sources, because they know how much damage 
these Congressional investigations are doing the Communist 
movement, and how much damage people like Joe McCarthy 
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are doing, and they do everything they can to destroy the 
people who are damaging them. They start their propaganda 
rolling along, and, unfortunately, it is at times picked up and 
unknowingly and unwittingly parroted by people who don't 
know any better and don’t stop to analyze the facts. 


COMMUNIST INFILTRATION 


Now I am going to say a word about the current peril of 
Communism in this country. I regard it as very great. I 
couldn’t go so much by the number of actual members. The 
number in this country is just about the same, proportionately, 
as was the number of Communist party members in the Soviet 
Union in Russia, just on the eve of the Revolution, when that 
small band of Communists led a revolution which broke 
through the Kerensky government, so that criterion means 
ncthing. But what means something is that there are still 
Communists in defense plants, there are Communists in labor 
unions, such as the United Electrical Workers and American 
Communications Association, which control keys to the war 
effort of the United States and to our all-important com- 
munications efforts. There are Communists in journalism, 
which is all-important, because it is through journalism that 
many of our people have to rely, have to obtain their sources 
of news and news developments. There are Communist 
spies, we know, walking around the streets today. They are 
members of the Silvermaster groups, the Silver Shirt groups, 
such people as Cohen, Ullman and Kaplan. People along 
those lines are still walking the streets today. 

And there are hitherto unkniwn and untold stories about 
the extent of Communist infiltration which I know will come 
to light in the very near future. Due to the passage of the 
immunity bill and other developments, I know of two people 
who have been extremely high in the circles of the Com- 
munist movement in the United States who, I am sure, will 
soon break their silence. They have been good Americans for 
some period of time, and have stood ready to tell their stories, 
but now with the enactment of the immunity bill, and with 
other developments, I am confident that they will shed even 
further light on the vast extent to which the Communists have 
penetrated and infiltrated the United States of America. 


DEFINITE THREAT 


And bear this in mind—we must worry not only about the 
Communist movement in this country alone, because, unlike 
the situation in Russia in 1917, where there was no outside 
help, the Communists in this country today have behind them 
the armed might of almost one-half of the entire world. They 
have behind them the atom bomb, the hydrogen bomb, and our 
radar defenses. They are indeed a force to be reckoned with, 
and even if we adequately protect our own security system, we 
have to worry about being sold out due to the security systems 
of foreign countries. 

Take the theft of the atom bomb. That was not only the 
handiwork of American spies. The master spy was Dr. Klaus 
Fuchs, an Englishman who came over here as co-head of 
the colossal project, and the FBI was not allowed by the 
English to investigate Dr. Fuchs. If they had been able to, 
they would have learned that Dr. Fuchs had an open Com- 
munist record. 

Take another case that happened within the last couple of 
months, the case of Dr. Otto John, top security man in West 
Germany, who was over here on a state visit. He had access 
to some of our top intelligence secrets, a man whom some 
of these intelligence agencies should have known was playing 
ball with the Communists for an extended period of time. 

I might say there was one man who was not fooled, and 
you can well imagine that that man was J. Edgar Hoover. It 
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is an open secret around Washington that when Dr. John 
went over to see Mr. Hoover, expecting to be received with 
the red carpet as a visiting dignitary, he received about as 
much of a ‘freeze’ and a brush-off in less than sixty seconds 
as anyone could dare expect to receive in the United States of 
America. 

What I want to tell you here today is that we have a clear 
and present danger in this world concerning the Communist 
problem. Whitaker Chambers, when he left the Communist 
movement and came on our side, said that he felt in his heart 
that he was leaving the winning side of the Communists and 
coming on our side as the losing side. I would be less than 
candid if I did not admit that there is much logic to support 
the statement of Whitaker Chambers, but my faith is so strong 
that I cannot believe the Almighty would ever let wrong 
triumph over right to that degree. 


COMMON OBJECTIVE 

At the same time I realize very well that the time has come 
when we must stop this bickering, this petty bickering between 
people in this country, who should be united in a common ob- 
jective. I know that no human being is perfect, but I know, 
too, the effective work that has been done by Congressional 
committees, the FBI and others fighting Communism, and I 
know very clearly that with almost one-half of the World in 
Communist hands, with the Communists in possession of the 
A-bomb and the H-bomb, the time has come to stop investigat- 
ing the investigators, and to allow the investigators to investi- 
gate our real enemies, the Communists. 

Since I have agreed to answer some questions here, (I was 
asked if I would, and I explained that there used to be a day 
when I asked them, but since the last televised hearing, I have 
answered so many that I regard it now as an occupational 
hazard) I will be glad to answer them. I have to conclude 
at this point by thanking you all for your fine welcome. I 
might say that the thousands of letters I received from people 
in and around Chicago during the hearings was a very heart- 
warming experience for me, and I want to thank you for 
your very fine welcome here today in Chicago, and the op- 
portunity to address this great assemblage. 

| want to conclude, again, by saying to you that while we 
might have differences about a lot of things, I'm sure that 
each and every one of us is united in a determination that we 
are going—at all costs—to hold on to the most precious 
possession ever given to a person on this earth, the right to 
be a part of the United States of America. 

Thank you. 

PRESIDENT STIPP: Thank you very, very much, Mr. 
Cohn. I know that all of our members and guests present here 
today join with me in expressing to you our very sincere ap- 
preciation for the straightforward and thought-provoking 
remarks you have given us today. 

And now Mr. Cohn has consented to answer such questions 
as time will permit. 

The first question, Mr. Cohn, is, “Do you think the 
present move to censor Senator McCarthy will be effective?” 

MR. COHN: I can just answer that this way. Assuming— 
as I certainly hope he won't be—that he is censored, that it is 
recommended by the committee, or he is censored by the 
Senate, do I think it will be effective? My answer is no, be- 
terrible methods, or anything like that. But the minute it 
cause, just in the case of these televised hearings that were 
concluded, I believe the day has passed when a small group of 
men can tell the American people how to think. 

I think the American people have the facts themselves, and 
are in position to pass judgment themselves, and I think 
that the work of Senator McCarthy and his colleagues, and the 
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committee with which he has been associated, is well enough 
known to the American people so that any attempt to tell them 
what is right and what is wrong will not meet with much 
public effect. 

Question: 
testify?” 

MR. COHN: I was hoping somebody here could tell me 
that. 

Question: “Does your experience indicate Red infiltration 
into the United States is worse than the public realizes? 

MR. COHN: Yes, I think so. I think the public has been 
awakened to a very considerable degree by some of the recent 
disclosures, but take, for instance, the item a couple of weeks 
ago printed in ‘‘U. S. News and World Report” by Bella Dodd, 
one oi the top Communists in New York, a former member of 
the National Committee of the party. She has left the party. 
She gave it as her opinion that the American Communist party 
is today stronger than it has ever been, and I think there is 
no doubt about it, because you have to remember that even 
though we can hurt the party a little bit here and there in this 
country, it is constantly supported and buttressed by the Soviet 
Union and the Communist movement throughout the world. 
The Communist movement has been growing by leaps and 
bounds, and it is only natural that their branch office here in 
the United States should prosper along with it. 

Question: How do you think Senator McCarthy will come 
out in the censure proceedings? 

MR. COHN: That was pretty much in the first a. 
I don’t know how he will come out with the group of gentle- 
men down there, but I think you all know how he will come 
out with the American people, though. 

Question: Do you anticipate a third world war with the 
Reds in the near future? 

MR. COHN: I don’t hold myself out as having anywhere 
near enough knowledge or wisdom to prognosticate anything 
concerning foreign policy. I will say this: I don’t know when 
or whether there is going to be a third world war. A lot 
of things can happen. But I will say this very plainly—there 
can be no peaceful co-existence with the Communists. The 
writings of the Communists show you beyond any doubt that 
they are dedicated to world conquest, and I have no doubt 
whatsoever that the Communists are either going to rule the 
world or they are going to die in the attempt. 

PRESIDENT STIPP: Now the last question, Mr. Cohn. 
Do you think the proposed rules changes for investigating 
committees such as the Douglas fair play changes, would re- 
duce the effectiveness of the committees in exposing the Com- 
munist conspiracy ? 

MR. COHN: I am not against all suggestions that are 
made for improving methods in procedure. I think we can 
always improve the methods of procedure of any committee or 
business, or any group, or anything along those lines, but in 
so far as the great agitation is concerned, I don’t have too 
much sympathy with it, for this reason. First of all, forget 
the Communist problem for a moment. 

Whenever business men are being investigated, or labor, or 
the FHA, or gangsters, or something like that, there is never a 
word of complaint about Congressional committees or their 
concerns Communists or Communism, all the screams and 
cries for reform go up. 

I have never seen a Communist improperly accused. I have 
never seen an innocent man accused before a Congressional 
committee. I have seen them do a lot of effective work against 
the Communists, and I have seen Senators and staff members 
of these committees thoroughly smeared up themselves. I 
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have seen witnesses before the committees fired from their 
jobs because they testified in the fight against Communism, and 
I have seen just about everybody associated with that cause 
smeared up, and frankly, I think that Congressional com- 
mittees ought to be allowed to devote their time to fighting 
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Communists, and if any further protection is going to be 
given, I think it should be given to the com:ni‘tees themselves, 
their members, their staffs, and the witnesses 

PRESIDENT STIPP: Thank you again, Mr. Cohn. 

The meeting is adjourned. 


"Eair Trial with a Free Press”’ 


THE PUSLIC’S RIGHT TO NEWS AND THE INDIVIDUAL’S RIGHT TO JUSTICE 


By HERBERT BROWNELL, JR., Attorney General of the United States 
Delivered Before The Federal Bar Association, Washington, D. C., September 24, 1954 


NDER our Constitution, an accused is assured of a 
| | speedy and public trial by an impartial jury in a 
criminal prosecution. 

No higher or more solemn duty rests upon a court, upon 
members of a jury or upon us as lawyers and officers of the 
court, than to keep alive and inviolate this right of an accused 
to a fair trial. 

No lesser place or rank may be assigned to the First Amend- 
ment of the Constitution which protects the people’s right to 
freedom of the press. Here again, history tells us that the 
framers of the Constitution intended “to give to liberty of the 
press, as to the other liberties, the broadest scope that could be 
countenanced in an orderly society.” 

The question which I would like to discuss with you tonight 
is how best can these two fundamental principles of a fair 
trial and liberty of the press coexist without conflict. Where 
do we draw the fine line between the public’s right to news 
and the individual's right to justice? This question has been 
one of the most difficult for courts to adjudicate. 

On the one hand, we know that freedom of the press is 
an indispensable condition to the proper functioning of the 
democratic process. I wish to emphasize that in using the 
term “press,” I mean not only our newspapers, but all other 
media, including radio and television, which keep our people 
informed. 

Our free press brings to light corruption, injustice, dis- 
honesty, wrongs of every kind and description in all corners 
of the world. It is a bar to Star Chamber proceedings. It 
enables the people to know whether our system of justice is 
being administered honorably and impartially, as it must be 
if it is to retain respect and beget obedience. The free press 
may also be helpful to an accused in dispelling false, distorted 
or wild charges that would otherwise provoke hasty and irre- 
sponsible vigilante action. It may arouse public sympathy and 
help to nullify a “Scottsboro” verdict. It may provide informa- 
tion by which law enforcement agencies may track down and 
apprehend criminals. Most important, when the press is free 
from censorship and suppression, it tends to assure the telling 
of the truth—an eternal bulwark against tyranny and dictator- 
ship. Where the press is not free, you may expect merely a 
mockery of a trial—such as Vogeler and Cardinal Mindszenty 
were subjected to in Hungary, and Oatis got in Czechoslovakia. 

For these sound reasons our courts have always gone to 
great lengths to protect the freedom of the press. The press 
has been left free to criticize the work and administration of 
judges; to condemn the court system and seek its reform; to 
report on matters pending in civil and criminal courts; to in- 
quire whether attorneys are conducting themselves as their 
Canons of Ethics require. 

Only one restriction has been imposed by the courts—and 
this has not been upon the exercise of freedom of the press— 
but merely against abuse of it. The press may not impair or 


subvert the process of impartial and orderly decision either by 
court or jury. It may not influence or intimidate judge or jury 
before they have reached their own independent judgment. 
It may not divest the court of control of the proceedings. So 
far as is possible, guilt or innocence of the accused must be 
determined on the basis of the facts testified to in court—not 
by opinion, rumor, insinuation, suspicion and hearsay outside 
of court which the accused has no chance to rebut or deny; 
or which a trial or appellate court has no chance to consider. 

In England the courts are drastic in their treatment of 
editors and publishers who poison the stream of justice by 
unfair and prejudicial comment prior to or during the course 
of trial or prior to sentence. There, it is a contempt of court 
for a newspaper to publish statements about an accused person 
which would not be used against him at his trial. Publica- 
tion of an alleged confession is forbidden before it is ad- 
mitted in evidence. Nor may a newspaper prejudice the 
accused by referring to crimes other than the one with which 
he is charged. 

In one leading English case distributors and producers of 
cinema news reels were punished for contempt. They had 
labeled pictures which showed a revolver thrown at the foot 
of King Edward VIII's horse, as being an attempt to assasi- 
nate the King. This description was held to be prejudicial to a 
fair trail—because the accused was merely awaiting trial he 
had not yet been found guilty of the offense charged by the 
news reels. 

You may also recal a case decided in 1949, which involved 
publications of the Daily Mirror relating to the arrest and 

rosecution of John George Haigh, England's so-called Blue- 
eard. 

The articles described Haigh as a vampire. It was said he 
had been charged with various murders, that he had com- 
mitted others and gave the names of persons that he was 
alleged to have murdered. The editions contained photographs 
and headlines in the largest possible type. 

In the opinion of the Lord Chief Justice, these editions were 
described as a disgrace to English journalism. The Court de- 
clared that the newspaper had pandered to sensational tastes 
for the purpose of increasing its circulation. It was a case of 
prejudicing mankind against persons before their case was 
heard. The newspaper, the Court said, had violated “every 
principle of justice and fair play which it had been the pride 
of this country to extend to the worst of criminals.”’ 

No time was wasted in vindicating the common principles 
of justice and the public interest. The editions complaiond. of 
were published on March 4. The contempt proceeding was 
held on March 25, 1949—less than a month. In view of the 
gravity of the case, the owners of the paper were also brought 
before the Court and warned that the arm of the Court was 
long enough to impose severe punishment upon them indi- 
vidually in event of recurrence. 
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The London Times reported that his Lordship then called 
on the editor to stand up and addressing him said: “The writ 
of attachment will be issued, and you will be taken in the 
custody of the tipstaff (bailiff) and committed to Brixton 
Prison for three calendar months.’ Continuing, his Lordship 
said: ‘The respondent company will be fined 10,000 pounds.” 

Unlike the English courts, our courts have shown far greater 
indulgence to those few irresponsible publishers and radio 
broadcasters who have been charged with attempting to per- 
vert their fair administration of justice. Compare, if you will, 
what took place in a recent case in the Criminal Court of 
Baltimore City. 

Local broadcasting companies were found guilty of con- 
tempt and fined for certain broadcasts about one Eugene H. 
James while the latter was in police custody on a murder 
charge. James was alleged to be the vicious killer of a young 
child in Baltimore. A similar outrage had been committed in 
Washington, D. C., only ten days before. There was, of 
course, widespread public indignation over these horrible 
crimes. After James was apprehended a radio broadcaster in 
Baltimore went on the air and announced “Stand by for a 
sensation.'’ He then explained that James had been caught 
and charged with the Baltimore murder. He went on to say 
that James had confessed to this dastardly crime, that he had 
a long criminal record, that he went out to the scene with the 
officers and there re-enacted the crime. 

The trial court found that the broadcast “‘must have had an 
indelible effect upon the public mind, and that effect was one 
that was bound to follow the members of the panel into the 
jury room." The Court rejected the suggestion that the ac- 
cused was protected by a right of removal to another jurisdic- 
tion, pointing out how futile this would be where one of the 
stations had a broadcast radius of seven hundred and fifty 
miles. Nor did the judge think much of the argument that 
the jurors could have been polled as to whether they heard 
of any confession over the radio. By such inquiry, the trial 
court said, he would “be driving just one more nail in James’ 
coffin.” 

The trial court concluded that this broadcast constituted an 
actual obstruction of the administration of justice, and de- 
prived James of his constitutional right to have an impartial 
jury trial. The Court of Appeals for Maryland reversed the 
conviction upon the ground that under recent Supreme Court 
decisions the judgment abridged the First and Fourteenth 
Amendments to the Constitution. The Supreme Court denied 
the petition for certiorari. 

In another case, on the very day preceding defendant's trial 
for perjury, when a part of the jury had already been selected, 
some newspapers a, what purported to be the former 
criminal record of the accused, and another newspaper pub- 
lished a derogatory cartoon about him. Judgment was affirmed 
although the Court of Appeals described the practice as in- 
excusable and declared that in England the publishers would 
probably have been severely penalized. 

In another case, a publisher of a Florida paper and asso- 
ciate editor were held in contempt of court for publishing two 
editorials and a cartoon claimed to be contemptuous of the 
court's handling of certain criminal cases. The cartoon showed 
a judge on the bench as a compliant figure tossing aside formal 


charges by handing a document marked “Defendant dis- 


missed” to a sinister criminal looking figure near him. At the 
right of the bench, a futile individual labeled ‘‘Public Inter- 
est’’ vainly protested. 

The Supreme Court reversed this conviction, saying through 
Mr. Justice Reed: 
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“.. . Freedom of discussion should be given the widest 
range compatible with the essential requirement of the fair 
and orderly administration of justice.” 

In his concurring opinion in this case, Mr. Justice Frankfurter 
said: 

“.. . A free press is not to be preferred to an indepen- 
dent judiciary, nor an independent judiciary to a free press. 
Neither has primacy over the other; both are indispensable 
to a free society. The freedom of the press in itself _ 
supposes an independent judiciary through which that free- 
dom may, if necessary, be vindicated. And une of the potent 
means for assuring judges their independence is a free 


press. 

From these decisions it is plain that freedom of the press 
is not freedom from responsibility for its exercise. Most of 
the publishers and broadcasters in this country have been 
mindful of their great responsibility to the people. Many 
have urged reforms and taken steps to curb practices which 
tend to interfere with a fair trial. It is interesting to note that 
in 1893 the Evening Post in New York never gave any space 
to murders and other crimes. At that time the Suv, Times and 
Tribune experimented with furnishing police and trial news 
in a more restarined manner. They even tried out prominent 
young literary men in the field, but it still remained a ghastly 
column. 

About a year ago, the President of the New York County 
Lawyers Association offered a twelve-point code of ethics on 
“fair trial and free press.’ This Code enumerated specific 
practices to be avoided both by newspapers and officers of the 
court for securing a fair trial. As the New York Times te- 
cently pointed out, voluntary adoption of this proposed code 
would supply a set of standards to guide the press in its 
comments on trials without infringing on its freedom. 

However, the chief responsibility for securing fair and im- 
partial trials cannot be shifted to the press. It must of neces- 
sity rest upon the members of the bar and other officers of the 
court. 

More than twenty years ago a writer on the subject said: 
“Except for the slush and gush of the sob artists, there is 
very little offense chargeable against the press in which it is 
not led or abetted by lawyers, judges and other public officers.” 

Merely a few examples will suffice to illustrate the point. 

In 1949, a 17 year old girl was reported to have been 
criminally attacked in Lake County, Florida. The defendants 
were tried, convicted and sentenced to death. The Supreme 
Court of Florida affirmed. The decision was reversed by the 
Supreme Court. In a concurring opinion Mr. Justice Jackson 
urged reversal upon the ground that the defendants were 
“prejudged as guilty and the trial was but a legal gesture to 
register a verdict already dictated by the press and public 
opinion which is generated.” 

In this case the newspaper published as a fact, upon infor- 
mation received from the sheriff, that the defendants had con- 
fessed. Both witnesses and jurors agreed that they were aware 
of this alleged confession. Yet, strangely enough, the confes- 
sion was never offered at the trial. 

Mr. Justice Jackson's keen analysis of the irreparable harm 
done to the defendants in this case by the wrongful act of 
a law enforcement official merits constant reminder. He said: 


“If the Pye ine in the courtroom had told the jury that 
the accused had confessed but did not offer to prove the con- 
fession, the court would undoubtedly have declared a mistrial 
and cited the attorney for contempt. If a confession had been 
offered in court, the defendant would have had the right to 
be confronted by the persons who claimed to have witnessed 
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it, to cross-examine them, and to contradict their testimony 
If the court had allowed an involuntary confession to be 
placed before the jury, we would not hesitate to consider it 
a denial of due process of law and reverse. When such events 
take place in the courtroom, defendant's counsel can meet them 
with evidence, arguments, and requests for instructions, and 
can at least preserve his objections on the record. 

“But neither counsel nor court can control the admission 
of evidence if unproven, and probably unprovable, ‘confes- 
sions’ are put before the jury by newspapers and radio. Rights 
of the defendant to be confronted by witnesses against him 
and to cross-examine them are thereby circumvented. It is 
hard to imagine a more prejudicial influence than a press 
release by the officer of the court charged with defendants’ 
custody stating that they had confessed, and here just such a 
statement, unsworn to, unseen, uncross-examined and uncon- 
tradicted, was conveyed by the press to the jury.” 

In another case, the state district attorney, immediately after 
defendant's arrest for murder, released to the press defendant's 
admissions of the unsavory details even before the defendant 
completed his statement. The district attorney also announced 
his belief that defendant was guilty and sane. Conviction 
was upheld but the majority of the Supreme Court deprecated, 
and the dissenting opinion severely criticized, the action of the 
district attorney, In his dissent, Mr. Justice Frankfurter said: 

“To have the prosecutor himself feed the press with evi- 
dence that no self-restrained press ought to publish in an- 
ticipation of a trial is to make the State itself through the 
prosecutor . . . a conscious participant in trial by newspaper, 
instead of by those methods which centuries of experience 
have shown to be indispensable to the fair administration 
of justice.” 

Over the years there have been instances where overzealous 
federal prosecuting attorneys have publicized derogatory in- 
formation of a defendant which was neither competent nor 
admissible evidence. 

In one case the local newspapers published a statement by 
one of the prosecuting attorneys that the defendant was re- 
ported dead and had declared that he would take his own 
life rather than face prosecution. Jurors, of course, saw the 
newspaper accounts. 

In another case the prosecuting attorney held a press con- 
ference with newspapers during the trial and gave out infor- 
mation which indicated that the defendant was a member of 
a much larger ring of smugglers, and had attempted to bribe 
an important witness for the Government. A copy of the 
newspaper was later found in the jury room. The trial judge’s 
explicit instructions that the contents of the newspaper article 
were to be disregarded saved the judgment from reversal by 
the Court of Appeals. Judge Frank filed a dissent, stating that 
he could not dismiss trial by newspaper “as an unavoidable 
curse of metropolitan living, like . . . crowded subways.’ Nor 
was he impressed by the trial court’s direction to the members 
of the jury to disregard what they had read. He said: “‘It is 
like the Mark Twain story of the little boy who was told to 
stand in a corner and not to think of a white elephant.” 

The primary responsibility of a United States Attorney is 
not that he shall win his case, but that justice is done. His 
should always be a twofold aim—that the guilty shall be 
“brought to book” and that the innocent shall go free. 

As the Supreme Court has said, “While he may strike hard 
blows, he is not at liberty to strike foul ones.. It is as much 
his duty to refrain from improper methods calculated to pro- 
duce a wrongful conviction as it is to use every legitimate 
means to bring about a just one.” 
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From this brief recital of leading decisions, it is evident 
that members of the bar and officials of the court have an im- 
portant task ahead of them. If the people are to continue to 
retain confidence in the integrity of the Bar and of the judiciary 
and in the proper administration of justice, every effort must 
be exerted to provide procedures by which an accused may 
obtain a fair trial. 

The quest for a workable balance between a fair trial and 
free press fully merits the attention of the bench, the bar 


and the publishers. 

The Bar Association of the City of New York has already 
adopted a resolution by overwhelming vote which approved a 
report recommendaing amendment of the Canons of Profes- 
sional Ethics. The Bar Association stated that lawyers in 
criminal proceedings should refrain from originating state- 
ments on the following matters: the criminal record of the 
accused; any alleged confession or admission of fact bearing 
upon the guilt of the accused; any statement or opinion as to 
the guilt of the accused; any statement that a witness will 
testify to certain facts; any comment upon evidence already 
introduced or relating to the credibility of any witness; any 
statement of matter which has been excluded from evidence. 
Many recommendations we.e also made to govern the trial 
in civil proceedings. 

It is encouraging to note that the New York State Bar 
and the American Bar Association are also giving serious con- 
sideration to this vital matter. Canon 20 of the Association's 
Canons of Professional Ethics generally condemns newspaper 
publications by a lawyer as to pending or anticipated litigation 
as will interfere with a fair trial or otherwise prejudice the 
administration of justice. Canon 20 is presently being re- 
examined by the American Bar Association in an effort to 
determine whether it needs to be strengthened. In my opin- 
ion, this is a problem for careful study by every Bar Asso- 
ciation in this country. 

The Department of Justice also has a comprehensive study 
on the subject under way. 

It will be looking to the action finally taken by the various 
Bar Associations. It will appreciate any and all suggestions 
from the press for a sound and just solution to this problem. 

Many of us have often deplored and condemned the “police 
state’ and “People’s Courts’’ in Communist-controlled coun- 
tries as a farce on justice. “In the mass trials of communist 
China thousands of accused are disposed of by the roar of the 
‘People’s Courts’—‘Kill—Kill—Kill.’”’ Shades of Athens! 
How well these communist trials recall to mind the trial of 
Socrates as described by Plato. Then it was the Athenian mob 
to whom the accusers made impassioned pleas in the arena of 
legal battle. Evidence to their liking was greeted with applause; 
catcalls expressed their disapproval. It was the same mob that 
rendered the verdict. 

If the words “fair trial’ are to remain as a meaningful 
symbol of our free people and government, trial by newspaper 
must not be permitted to take the place of trial by jury in 
this country. 

Our legal traditions are a precious heritage. We must not 
lose or abandon them during the storm of public passion that 
attends a widely publicized trial. Our courts are the mighty, 
ultimate fortress of our great freedom. We must not com- 
promise their effectiveness or impair their influence upon the 
people. Our integrity and high standards as members of the 
bar are our best stock in trade. We must not sell them short 
for an unworthy purpose or abet trespass on the basic rights 
of an accused. 

In cooperation with the press, the bar should be able to de- 
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velop rules, which, while fully protecting the right of the 
accused to a fair trial, also recognize the need for a free press 
to guard that sacred right. 

The press will not shirk its responsibility to the people, if 
lawyers and officials of both state and federal courts discharge 
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their own duty in achieving the aims of true and equal justice 
for all. I concur in the hope once expressed by a famous Eng- 
lish judge when he said: ‘Pray let us so resolve cases here, 
that they may stand with the reason of mankind when they 
are debated abroad.” 


Department Store Selling Techniques 
Must Be Improved 


MEETING DISCOUNT HOUSE COMPETITION 
By FRED LAZARUS, Jr., President, Federated Department Stores, Inc. 


Delivered at the Lanchote Session of the National Industrial Conference Board’s 351st Meeting on “Better Profits Through 
Better Selling,” New York City, September 24, 1954 


T IS a real privilege to take part in this conference devoted 

l to marketing, for marketing has become a more and more 

important force in keeping our economy at a level of 
reasonably high employment. 

Today it would seem that the much discussed recession is 
fairly well over. 

The gross national product—the sum of all goods and 
services—dropped from the peak rate of $370 billion annually 
in the second quarter of 1953, to a present rate of $356 billion 
in the first aa second quarters of 1954. This is a loss of only 
4%. There has been no further drop since the beginning of 
this year, and the economy has now held this level for six 
months. 

Our national government was very effective in helping to 
stop the decline. Tax, fiscal, and monetary policies have been 
skillfully handled. Money rates were eased and credit ex- 
panded. Personal and business taxes were lowered. Home 
building, road building and plant expansion have been en- 
couraged. Social security has been extended. The administra- 
tion is certainly to be congratulated for its accomplishments 
in the economic field. 

The courage of business, as well as of individuals, during 
this period has also been unusual, judging from past experi- 
ence. Business continued to invest money in capital outlays 
to improve and expand operations. Individuals still saved, 
paid off their debts, and as soon as prices were attractive to 
them, continued to buy. 

The present national product would be satisfactory if a static 
situation were acceptable. It is not. 

In 1955, it is not nearly good enough to continue with the 
rate of 1954, or even the higher rate of 1953. Staying even 
on either level means dropping behind. We will be worse 
off than was the White Rabbit in Alice in Wonderland ‘‘who 
kept running and never got anywhere.” 

This is because we are adding over 214 million people to 
our population each year; of these, 700,000, or 1%, are added 
to the labor force. On top of this, productivity per man hour 
has historically increased 214% per year. 

The result is a potential increase in our total production of 
at least 31% per year. This is the ever-increasing objective 
to make and sell if we are to maintain and improve our stand- 
ard of living. 

In 1955, there should be a national product of $393 billion, 
and by 1960, it should reach $466 billion. After that we 
should still continue to gain. These figures reflect no change 
in the price level. 

Such a growth could develop many things. It could mean 
enrichment of the cultural aspects of life, better education, 
more travel, wider knowledge of the Arts. It could mean 


greater physical comfort in new and renovated homes, addi- 
tional labor-saving devices, increased transportation facilities, 
better roads, more automobiles, more airplanes. It could mean 
a larger output and distribution of f tn and therefore better 
health. 

The entire economy is moving into a remarkable retailing 
climate. As improvements in manufacturing tools and in 
techniques develop, workers will produce more. Therefore 
they can earn more, and can buy more. 

There can be not only growth, but steady growth. We can 
proceed with confidence in the knowledge that there are now 
many stabilizing factors which lessen the probability of peri- 
odic serious depressions. 

Let's review these strengthening factors. We have a stronger 
banking system, a flexibility in management of credit and 
money by the government. Credit can be made expensive, or 
cheap, as needed. The recent tax revisions show how a re- 
duction there can add to disposable income which, in turn, 
can offset a recession. 

We have deposit insurance, farm support prices, minimum 
wages, old age benefits, unemployment insurance, increased 
private pensions, increased individual savings, and a broader 
distribution of income. 

We have better and more informative economic statistics 
to guide us. 

Beyond that, we find a greater awareness on the part of 
government, business and individuals, of the steps needed to 
avert a serious setback. 

All of us are aware of the increase in middle-income fami- 
lies, their tremendous numerical growth, their needs, and. the 
opportunities they have opened to business. 

This further sharp increase in the number of family units 
in the $5,000 - $7,500 group is forecast for the decade ahead. 
Many of those in the present $3,000 - $5,000 group will have 
moved up to the $5,000 - $7,500 class. 

As families rise in the economic scale, their wants multiply. 
They shift their types of purchasing. When a family has a 
few extra dollars, a decision must be made as to where those 
dollars should be spent. Some want better food; some want 
additional labor-saving devices; some, different clothes, and 
more of them. Some will want to spend their extra money 
on an automobile; others want to spend it on travel. Wants 
will be expressed in many ways. 

There is an opportunity for those marketers who will learn 
more about the wants of this growing middle and other in- 
come groups, whose current earnings are backed by tremendous 
savings. 

At the end of last year, the total liquid savings of indi- 
viduals was over $200 billion in cash, bank deposits and gov- 
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ernment securities alone. This did not include values of life 
insurance policies or corporate securities. These latter two 
types of assets would bring the total up well over $560 billion. 

This total keeps mounting each year as savings continue. 
The part including cash, bank and government bonds grew 
$7 billion last year. 

All of this adds up to a balance sheet showing the growth 
possible for the economy in the years ahead. 

We want to emphasize these opportunities and find out how 
to take full advantage of them. How are we going to develop 
them to the greatest possible extent? 

These changed conditions under which people will live will 
necessitate new products as well as new and improved methods 
of selling. 

Barring all-out war, the retailer has a bountiful source of 
supply in our expanded factories. He can have reasonably 
prompt delivery of customer-wanted goods if he is smart 
enough to anticipate what they are. 

Retailing and marketing must improve tremendously to do 
their job in determining and filling the needs of this dynamic 
demand. 

There will be need for increased consumer and market re- 
search. 

Not long ago, at a businessmen’s meeting the head of a 
large manufacturing company confessed that his production 
research budget was in millions of dollars, and the consumer 
research budget in thousands. ‘Consumer research in our com- 
pany and in other companies is going to expand,’’ he told me, 
“because the need to know more about customer wants is 
growing more important each day. To build the right line, 
you must know the wants of the consumer.” 

Advertising agencies have taken a great lead in consumer 
research and have been able to effectively direct their activity 
to increase consumer demand, but I raise the question of 
whether such research has been used sufficiently by manufac- 
turers in deciding changes in their products. 

From the retailer-distributor standpoint, much greater knowl- 
edge of the customer is needed, not only for the merchandise 
itself, but for the many kinds of services in whith it is to 
be wrapped. On this problem some efforts have been made 
by retail groups, particularly the large chain, mail order, and 
department stores. 

As the economy develops, this research must be intensified. 

Surely at the retail level we need research on all types of 
retail distribution to determine whether a customer-wanted 
feature of one type of outlet can be adopted by another. The 
test in each case is what the customer wants. 

There is room for all kinds of retailers. I am not one who 
believes that different forms of marketing cannot live side by 
side. If efficient, each form of marketing, each type of store, 
provides some service wanted by certain and many kinds of 
customers. 

With a growing market the size of ours in America, there 
is room for large stores and small stores, for independent and 
chain, service and self-service, department store and specialty 
store, credit and cash, delivery and carry. There is room for 
the house-to-house canvasser with his high cost of distribution. 
Each type meets the needs of a group of customers in its par- 
ticular way. 

One of the newer store developments. is the discount house. 

Of all retailing, I want to talk particularly about department 
stores, in whose form of distribution I have lived my entire 
business life. Also, I want to say something about discount 
houses. 

The department store grew up as a convenience for cus- 
tomer shopping. The ability to find goods to answer wants 
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of the entire family under one roof, and the great ease of 
purchasing, were important factors in its success. The man- 
agements of department stores found the techniques of buying 
and selling many lines of goods quite similar. These services 
could be spread over many categories of merchandise. As a 
result, single managements could successfully and dynamically 
operate a large and varied business. 

During the period of localized merchandising, the depatt- 
ment stores grew up fast, and they initiated many important 
policies. Their adjustment policy, “The customer is always 
right,” gets at least lip service from most department stores 
today, and in many is regarded as a life blood ingredient to 
their development. 

Credit policies have also been important. The department 
store employs not only one, but many forms of credit to meet 
the needs of different groups of customers. This field is still 
not fully covered. 

Above all, one thing practically everyone today takes for 
granted has been the one-price policy. I remember hearing 
from my father and uncle about the tremendous step which 
they took in Columbus in the early 1880’s when they realized 
that they could make their store grow only if people paid the 
price that was on the sales tag. They realized they could not 
take the time individually to dicker with each customer so as 
to arrive at a satisfactory trade. They told me that it was a 
tough experience, for they initiated this policy in their city. 
Their competition took full advantage of the old belief people 
had that they were better traders than their neighbors. But 
the one price policy won out, not only because of their deter- 
mination to make it win but also because of its obvious fairness. 

Today the reputation of having one price—a fair and proper 
one unbeatable by equal competition—is threatened by the 
discount house. The thread is a peculiar one, because it is 
increased by the so-called fair trade laws and by national 
advertisers’ “suggested” prices. 

In the 20's, and to a greater extent in the 30's, some few 
department stores and cut-rate drug and food stores believed 
that it was necessary to use a well-known article, usually of a 
popular brand, sold below cost as a loss leader in an effort 
to convince prospective customers that all other merchandise 
in that store was equally cheap. These loss-leaders were sub- 
sidized by the sales, at regular prices, of other merchandise. 
Loss-leader department stores were particularly tough on such 
small specialty stores as books and shoes, as well as the dozens 
of other little shops that always have been an important part 
of community retail life. 

The small retailers were afraid that this activity would 
spread. They fought to have so-called fair trade laws to pro- 
tect the retail price of merchandise, adopted in forty-five of 
our forty-eight states. In some categories of goods, these 
laws have worked well; in many, they have not. Today, the 
discount house is selling below so-called fair-trade prices, 
ignoring the law in very much the manner of the prohibition 
rum-runners. Sometimes these lower prices are with manufac- 
turer approval. 

A similar problem exists on items not fair traded, but with 
“suggested” retail prices set by national advertising and by 
distributors of national products. In the past these ‘‘suggested”’ 
prices have either been followed by the regular stores, or their 
orders were either not filled by the manufacturers or distribu- 
tors, or were delayed to interrupt proper service to the re- 
tailer’s customers. Today the discount house is using this 
“suggested” national price as a comparative, and is selling 
against it at a substantial discount. 

The prospective customer is shown the established price 
charged by the retailer, and told that, “We can sell this to 
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you for so much less.” The regular retailer cannot meet this 
reduction because he is abiding by the list price. By this method 
the discount house has grown substantially, and according to 
a recent article in Life, is now doing a volume of $5 billion 
a year. 

What must the department stores do about this? First, it 
would seem to me they need to be definitely convinced that 
the lower prices of the discount house are threatening the 
goodwill of the entire department store. If the department 
store price is undersold in refrigerators, percolators, furniture 
and rugs, why should a customer have confidence in the price 
of its women’s suits, men’s clothing, children’s wear, shoes 
and hosiery ? 

Secondly, it would seem to me that the department store 
would want to know more about the means whereby the dis- 
count house can apparently undersell it. Can the discount 
house buy merchandise cheaper from the manufacturer because 
it is selling larger quantities of goods? Is it able to sell 
merchandise with less service to customers than the department 
stores or other regular retail agencies? Are enough customers 
satisfied with less service? 

If people prefer to buy these types of merchandise at a 
lower price without service, and without guarantee, or perhaps 
even without delivery, the department stores should sell it to 
them that way. 

The department store must learn which services the cus- 
tomers want for each kind of merchandise. It must lower its 
prices by what such additional services and guarantees cost. 

The discount house has to pay rent, its management draws 
salaries, so do its salespeople, and its porters: Many of .hem 
advertise; many sell on credit. 

Where is the great potential the discount house may exploit 
that the department store cannot equal? From what I know 
of department store management and expenses, I am con- 
vinced the department store has within its power the ability 
to sell merchandise and equivalent service at a combined price 
as low as, and in some cases lower than, the discount house. 

But to do so the department store needs to know more about 
the costs of each of the services that it adds to merchandise. 
With this knowledge, it can be completely flexible according 
to the wants of the customers. 

What do I mean by flexible service? Retailing adds certain 
services to each piece of merchandise it sells. This is true of 
all forms of retailing. Some of those services are behind-the- 
counter costs, and others are from the counter forward. They 
involve all of the many things necessary to make the retailer’s 
raw material (the goods received from the manufacturer) most 
acceptable to the customer—receiving, warehousing, display, 
selling space, lighting, porters, to clean the stores, transporta- 
tion, and hundreds of other necessary steps used in varying 
degrees with every kind of goods. 

Equipment for the handling of sales, their recording, clerical 
work to insure availability and selection of goods when wanted 
and dozens of other facilities with which every retailer is 
familiar are also part of the same type of retailing. The 
department store must also pay the costs of good citizenship 

make its contribution to all kinds of community activities. 

Then, there are the direct credit, delivery, and adjustment 
services that are even more important to the department store 
customer. Should these services be applied horizontally to all 
types of goods which the store sells? Or, can the store, 
through knowledge of customer wants, make a choice as to 
what particular services should be applied to certain goods? 
It is that choice, based on better knowledge of customer wants, 
that I am urging the department store to make in order to meet 
‘he discount house threat. Testing our customer's desires 
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through the right kind of research can quickly tell us whether 
the services we are now giving can in some cases be reduced 
and in others increased. 

Of course, such flexibility puts the burden on the depart- 
ment store management to go much further than they have 
gone in ascertaining the cost of each of the services in which 
the merchandise is wrapped. This is not as difficult as it may 
seem. These costs can be ascertained by broad classifications of 
merchandise applied to goods in much the same way as the 
technique of LIFO inventory valuations has been used in 
retail accounting. 

It is interesting to know that the Harvard Graduate School 
of Business Administrations, in its Retailing Division, is be- 
ginning to work on cost determination. Through similar stu- 
dies, retailers will not only be able to meet better the discount 
house threat, but they will know much more about their own 
operations and how to effect necessary economies for the 
competitive period ahead. 

But this alone is not sufficient. The fair trade laws provide 
a serious block. The discount house today is making those 
laws inoperative. The laws ought to be promptly amended so 
as to permit any retailer, if he chooses, to meet a price at 
which another retailer sells a fair traded product. It should 
be the function of the manufacturer to so distribute his goods 
as to protect established prices. If he cannot, we as depart- 
ment stores ought to be given by the manufacturer an oppor- 
tunity to sell at the same price as the discount house and to 
advertise that price, so customers will know we do not intend 
to be undersold. 

I say this believing that we must maintain, in our retail 
business, the services to our customers that continually earn 
their good will. This must apply importantly to prices. How- 
ever, I also want to be understood as not believing in loss- 
leader or improper price-cutting operations. 

Also, with regard to the so-called nationally suggested price 
products, the manufacturer must assume similar responsibility. 
Some few manufacturers do, and with some success. They are 
spening large sums in this endeavor. Others, however, are 
using every device to maintain only a semblance of their retail 
price structure. 

They suggest to retail outlets that they use larger trade-in 
allowances. They may sell a company’s refrigerator with sufh- 
cient food to last a family X number of days, or give the wash- 
ing machine purchaser enough soap to last for six months. The 
variations are infinite—-all designed to keep the advertised 
price of the item at the so-called nationally suggested figure. 

These manufacturers even go to the point of selling 1953 
models manufactured in 1954 for those regular outlets that 
attempt to meet discount houses by low prices on promotional 
models, so that the 1954 price can be maintained by the regu- 
lar outlet. 

Neither of these programs, however, is satisfactory. I be- 
lieve that America’s department stores will, in the not too 
distant future, conclude that they can no longer tolerate them. 
They will insist on the same freedom of action with regard 
to the suggested price as the discount house uses. They will 
no longer be the show window for the manufacturer, to dis- 
play a suggested price for the discount houses to sell against. 

If such a plan is not acceptable to national manuf.cturers, 
then it seems to me that the department store must concentrate 
its buying with those manufacturers who do police their prices. 
In addition, it may need to develop its own seme do its own 
advertising, and enter into those arrangements which will 
make it immune from the present sort of lawless hurly-burly 
that is threatening. 

But the department stores need more than the opportunity 
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to meet the discount house price by price on an equal footing. 

If we are to do our share to build the market and the 
economy to a much larger goal, we will need to improve the 
customer services for which we are charging. Quality in our 
services is just as important to the customers as quality in our 
merchandise, and quality means the satisfaction which cus- 
tomers obtain, its promptness, its graciousness, and its 
efficiency. 

One of the most important distribution tools is good selling 
—not only politeness in welcoming customers or directing 
them to the proper place for certain merchandise, but also 
the knowledge of the goods themselves, and the proper tech- 
nique to close a sale. 

In May, 1954, a large metropolitan newspaper in an impor- 
tant industrial area carried a story of a check on store selling 
services made by an independent research group during the 
previous Easter Week. Twenty-seven people had been given 
$10 each with instructions to spend it all quickly—within half 
an hour. The frustrated shoppers returned at the end of the 
specified period with the report that they could spend only 
$56.80 of the $270 because clerks wouldn’t or couldn’t wait 
on them. Not one of the shoppers had been able to spend 
his full $10 and abide by the rules. Many reported a tre- 
mendous indifference on the part of the clerks. Many of them 
completely ignored the customers. 

This did not apply only to department stores, but to all 
kinds of retailers in that community. 

This story strikes a familiar chord, because we in Federated 
have for more than three years been conducting extensive 
studies of the actual selling that takes place in our stores. The 
results were decidedly better than in the survey I have just 
described, but they revealed many weaknesses and substantial 
opportunities for improving the quality of the selling and the 
attention given to customers. We were missing many sales 
dollars. 

Recently there was dramatic evidence that the retailers’ sell- 
ing has not been effective on soft goods. In a survey made for 
the Federal Reserve, the University of Michigan Survey Center 
called on representative American families. 

One question asked was “What are some of the things, of 
any type, you are looking forward to buying some time?” In 
the answers there were yearnings for homes, for automobiles, 
for household goods. No consumers expressed a desire for 
any of the soft lines, or for any nondurable product. No one 
hoped to buy two more suits, or additional linen for the dining 
room or bedroom. It seems that there is an opportunity to do 
some better basic selling on these things. 

Selling has, since 1940, become much less important to the 
management of the stores than it was in the good old days. 
When I first worked in the Lazarus store, I had to have a pretty 
logical and reasonable explanation for my boss for the loss 
of a sale to a prospective customer. If not, I was told things 
that I didn’t forget very quickly. 

Today, in too many stores, supervisors who have not come 
up from the sales ranks have grown to ignore selling respon- 
sibilities. Many of our colleges with retail courses do not 
insist on laboratory work done behind the counter. Because we 
have operated for so many years in a seller's market, the man- 
agements now laying down policies know much too little 
about what customers want in the way of selling service and 
how to give it. All of the techniques involved in good selling 
(and it is an interesting art) need to be restored. This must 
be handled promptly or good marketing becomes impossible. 

Surely we have the management techniques to restore the 
interest and the organizational direction that will result in 
good selling. 
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I have heard of one large, successful paper outfit, the man- 
agement of which found after both World War I and World 
War II that they had to discharge their entire selling organ- 
ization and replace it with other people’s salesmen in order 
to get over all of the bad habits of. the seller's market of the 
war years. Instead of following such a policy, however, we 
in retailing must recognize the seriousness of the problem we 
face and do an energetic retraining job instead of replacing 
our staff. 

Another emphasis of the selling problem is used in a suc- 
cessful meatpacking house, where, over the desk of each ex- 
ecutive, is the very pungent sign, “SELL IT OR SMELL IT.” 

The department stores are learning a good deal about sell- 
ing from the new branches which they are establishing, because 
the branches have organizational responsibilities similar to the 
store management of a chain. The buying is done by the main 
store, in much the same way as the chain does its buying 
centrally. 

The branch store management directs its attention to cus- 
tomer satisfaction and to selling more and more goods. 

It is true that our stores are much more attractive, and in 
many ways they are much more efficient than prior to World 
War II. Customers can get into them, procure their merchan- 
dise and get out of them with much greater ease and in much 
less time—but this is not enough. 

Also, in the many ren se activities of the store, 
the customer point of view needs to be placed at the forefront. 
We should look for increased productivity, determined by how 
fast an operation can be streamlined and accomplished. But, 
we should also look for accuracy, so that the time of the cus- 
tomer need not be used to correct mistakes of which we are 
guilty. 

This applies of course to the many phases of our business. 
Tests that we have conducted show the dozens of handlings 
to which a particular sale is subjected. An error in any one 
of these means a customer disservice. The opportunity for 
real improvement in this field is almost unlimited. 

I know that successful department stores are doing many 
of these things. But we have to do them even better in order 
to compete in the new fields that our bright economic horizon 
opens up for us. 

With the relative case of procuring goods, the buying func- 
tion of the so-called department store buyer of the past is 
becoming less important. Today, the buyer needs to assume 
the full responsibility of a department manager, and super- 
vise and intensify the selling effort of his staff. He needs to 
know and to like customers. He needs to be helpful in sug- 
gesting short-cuts of operation and the elimination of red tape 
to improve customer satisfaction. 

As the middle-income family goes up in the economic scale, 
it will not only have a wider choice of the goods which it buys, 
but also a wider choice of the stores from which it buys these 
goods. 

That store will be most successful whose customers are as- 
sured that they can deal with it with confidence, comfort, and 
pleasant relations. 

There is a tremendous profit in this repetitive customer who 
needs not be'advertised for each day, but who comes because 
she likes to trade with you. 

Good will, which touches all aspects of our business, is our 
main asset. It is affected by good service, of which good sell- 
ing must be an important part. Fair prices, which may not be 
reasonably challenged, and aggressive operations to establish 
such good will are sure to be effective in the retailers’ golden 
period ahead. If the economy is to be a growing one, tremen- 
dous efforts on our part are not only desirable, but a “MUST.” 





